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The year 1955 saw an all-time record of about 116,000,000 
ingot tons produced by the steel industry as a whole... 
27,000,000 more tons than the year before. Even so, produc- 
tion lagged behind the sustained demand for ever more steel 
to keep pace with the nation’s soaring standard of living, its 
huge construction program and its multiplying population. 
For National Steel Corporation, too, this year was one of 
progress in a number of particulars: 


INCOME—AND TAXES—UP 


National Steel’s net earnings totaled $48,289,453 ($6.54 per 
share on 7,379,685 shares), as compared with 1954 earnings of 
$30,334,871. Sales totaled $622,018,919, as compared with 
$484,058,380 in 1954. Only 1953’s record sales exceeded this 
total, and that only by $12,159,141. Federal, state and local 
taxes amounted to $60,927,587. (The 1954 tax bill was 
$38,703,321.) Oncé again, tax outlay far exceeded net income: 
by $8.03 per share for taxes to $6.54 per share on earnings. 


AN INCREASE IN DIVIDENDS 


a Dividends totaling $23,940,275 were paid ($3.25 per 

ge share). The remainder of the year’s net earnings 
\ were reinvested in the business in a continuing build 
GF ing and replacement program to reinforce National 
Steel’s competitive position. Also, the dividend paid 

in the fourth quarter of 1955 was increased from the 75 cents 

a share previously paid, to $1.00 a share, establishing the 

stock on a $4.00 annual basis. To quote the Annual Report: 

“This was done in the belief that a return to the stockholder 

should reflect the increased investment of the stockholder 

resulting from the retention of earnings in the business and 
their expenditure for facilities and plants necessary to the 
growth and improvement of the company.” 

A FAR-REACHING BUILDING PROGRAM 
Property additions totaled $67,693,967. Typical 
projects completed in 1955: Great Lakes Steel’s new 
No. 1 blast furnace, world’s largest, with a rated 
capacity of 50,000 tons a month, supplanting one of 
20,000 maximum capacity. At Weirton, a com- 
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1955 was 


year of 


progress for 
National Steel 


pletely rebuilt and expanded 54-inch continuous hot sheet 
mill began operations, with a far-advanced rated capacity of 
225,000 tons a month. Another Weirton addition is the iron ore 
sintering plant, also the industry’s largest. This greatly acceler- 
ates production of existing blast furnaces at considerably lower 
capital investment. 


A 1956 building program, too, costing some $75,000,000 is now 
underway, as part of a long-range program scheduled to be 
completed by mid-1959, which will add 1,000,000 tons of ingot 
capacity to our operations. 


PAYROLLS SET A RECORD 


Total payrolls in 1955 were the highest in Corporation 
history. Wages and salaries, including payrolls for 
construction, amounted to $164,217,372 compared 
with $137,294, 064 in 1954. The average number of 
employees was 28,889, compared with 26,486. Almost 
$13,700,000 was also paid out for employee benefits 
retirement annuities, group insurance, hospitalization, 
surgical care, social security, taxes. 





Thus, 1955 was truly a year of progress for National Steel. 
And its plans for the future assure that National will do its 
share to keep pace with America’s expanding needs for steel. 











1955: A QUICK PICTURE 
1955 1954 
Pt SER sis esr eneee $622,018,919 $484,058,380 
Mat Bartings.....cccese 48,289,453 30,334,871 
Net Earnings Per Share. . 6.54 4.12 
| Total Labor Cost........ 177,913,219 149,318,898 
Total Dividends Paid.... 23,940,275 22,009,698 
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For full understanding of why 
MICHIGAN Tractor Shovels do more 
work faster, handle more easily, last 
longer, cost less to operate—LOOK 
INSIDE, at the CLARK Power train. 


That power train is the secret of 
their success—torque converter, 
power-shift transmission, plane- 
tary-wheel axles: all products of 
Clark’s 50-years specialization in 
engine-power transmission. 


You find it good business to 
do business with 


CLARK 
EQUIPMENT 


CLARK EQUIPMENT COMPANY 
BUCHANAN, MICHIGAN 
Other Plants: Battle Creek, Jackson, Benton Harbor 


Sead 
DIVIDEND NOTICE 


The Board of Directors of the 
Fairchild Engine and Airplane 












_ eS neal 


Corporation declared a cash 
dividend of 25 cents ($.25) per 
common share, payable on May 
2,1956, to stockholders of record, 
April 16, 1956. 
Richard S. Boutelle 
President 


April 4, 1956. 


FAIRCHILD 


ENGINE AND AIRPLANE CORPORATION + HAGERSTOWN, MARTLAND 












THE COLUMBIA 


_GAS SYS C. 
a) AS SYSTEM, IN 


The Board ot Directors has declared this 
day the following regular quarterly 
dividend 
Common Stock 
No. 87, 22¥%2¢ per share 

payable on May 15, 1956, to holders of 
record at close of business April 20, 1956 

H. Epwin Otson 


Vice-President and Secretary 
April 10, 1956 











141 








p.- GE —— 





\ 


FIFTIETH ANNUAL REPORT 





Gross operating revenues reached a 
new peak of $443,500,000, exceeding 
those of the previous year by $57,255,- 
000, or 14.8%. Higher gas rates and 
colder-than-normal weather contrib- 
uted to this record growth in revenues. 


OF 


Sales of electricity to customers to- 
taled 16,399,000,000 kilowatt-hours, an 
increase of 9.0%. In addition we deliv- 
ered 1,392,000,000 kilowatt-hours for 
the account of others. Combined sales 
to customers and deliveries for others 
exceeded those of 1954 by 11.3%. 


Sales of gas to customers totaled 
286,792,000,000 cubic feet, an increase 
of 17.8% over the previous year. In 
addition, 95,232,000,000 cubic feet of 
gas was purchased and transported for 
use as fuel in our steam-electric gen- 
erating plants. 


The net gain in customers was 151,- 
158, which includes 15,080 customers 
added as a result of the dissolution on 
December 31, 1954 of Vallejo Electric 
Light and Power Company, formerly a 
wholly-owned subsidiary. At the year- 
end the Company was serving 3,124,- 
748 customers. 


THE 





Mighlights 


Bonds and preferred stock with an 
aggregate par value of $75 million were 
sold to finance our continuing con- 
struction program. This brings to ap- 
proximately one billion dollars the 
amount of new money obtained to 
finance our postwar construction pro- 
gram. 


Construction expenditures totaled 
about $133 million, compared with an 
average of $170 million over the past 
five years. This reduced level of con- 
struction expenditures was made pos- 
sible by the substantial completion of 
our program to build up adequate op- 
erating reserves. 


The cost of out-of-state gas, effective 
April 15, 1955, was further increased 
about $8 million annually. Pursuant to 
an authorization of the California Pub- 
lic Utilities Commission, the Company 
increased its rates in May 1955 in an 
amount which should substantially off- 
set this increase in the cost of out-of- 
state gas. 


PZB n2 


Chairman of the Board 


YEAR’S OPERATIONS 


Nuclear energy continued to engage 
the Company’s attention. The Nuclear 
Power Group, Inc., of which the Com- 
pany is a member, received approval 
from the Atomic Energy Commission 
to build the largest all-nuclear power 
plant yet scheduled for construction. 


Stockholders totaled 217,821 at the 
year-end, a gain of 485 for the year. It 
was the sixteenth consecutive year in 
which we experienced a gain in the 
number participating in our owner- 
ship. Of the total, 88,320 were pre- 
ferred stockholders and 129,501 com- 
mon stockholders. 


Net earnings for the common stock 
were equivalent to $3.32 a share on the 
16,255,733 shares of common stock out- 
standing throughout the year. This 
compared with earnings of $2.89 a share 
on an average of 16,160,533 shares out- 
standing in the previous year. 


WK obekeh 


President and General Manager 





r, 








For additional information on this vital 
western company write our Treasurer, 
K. C. Christensen, 245 Market St., San 
Francisco 6, California, for a copy of 


P.G. and E.'s Annual Report. 
- —— 
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The Trend of Events 


FARM BILL VETO ... Although he is head of the 
Republican party and a candidate for re-election as 
President, Mr. Eisenhower, in vetoing the catch-all 
measure supposed to provide relief for farmers, has 
demonstrated anew a characteristic that has en- 
deared him to Americans as Chief Executive. The 
welfare of the nation once more has been placed 
above political considerations. 

A lesser man than Mr. Eisenhower would have 
lacked the will and courage to resist the strong pres- 
sures for signing the bill. While his forthright action 
must have occasioned no surprise among those who 
know the man, there is no doubt that he has grown 
in stature in the eyes of the people. 

Mr. Eisenhower properly has recognized that the 
problem here is farm surplus. And the bill he vetoed 
would have done nothing to correct what he has so 
judiciously referred to as “price-depressing sur- 
pluses.” On the contrary, the measure would have 
resulted in even greater surpluses by returning this 
country to a wartime rigid 90% of parity supports 
for the basic commodities; dual parity for wheat, 
corn, cotton and _ peanuts; 
mandatory price supports for 
the feed grains, and multiple 
price plans for wheat and | 
rice. | ness trends 

Far from barring farm re- | “What's 
lief, the President has revised | 
upward existing flexible price 
supports for wheat, corn, cot- 
ton, rice, peanuts and daity 
products. He has initiated a 
new and separate corn support | 











| We recommend to the attention of our 
readers the analytical discussion of busi- 
contained in 
Ahead for 
regular feature represents a valuable 
| market analysis of importance to in- 
vestors as well as to business men. To | 
| keep informed of the forces that may | 
shape tomorrow’s markets, don’t miss it! | 





that would permit the majority of producers to grow 
all the corn they desired and still receive a relatively 
high subsidy. The President, finally, has called on 
the Congress to pass the Administration’s soil-bank 
proposal to reimburse farmers for curtailing surplus 
output. That plan, by the way, was in the vetoed 
bill. It called for expenditure of $1.2 billion. 

It is unfortunate that politics must come to the 
fore in so vital an issue. This country needs farm 
legislation that would serve the interests of our 
whole community, of which our farm population is 
an integral part. 


BIG BUSINESS AND LITTLE POLITICIAN .. . Represen- 
tative James Roosevelt has accused the Justice 
Department and Herbert Brownell Jr., Attorney 
General, of favoring large corporations in antitrust 
proceedings. This should come as a distinct surprise 
to many of our leading companies, whose costly re- 
search and development programs now are bearing 
free fruit for their competitors, thanks to a series 
of consent decrees. 

Mr. Roosevelt is not satis- 
fied, however much our top- 
notch corporations may smart 
under attack from Stanley N. 
Barnes, Assistant Attorney 
General, who has made vari- 
ous companies, including 
General Motors, targets for 
attack. The California Demo- 
crat appears determined that 
American Telephone & Tele- 
graph shall be required to 
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divorce itself from its manufacturing subsidiary, 
Western Electric. 

California’s Mr. Roosevelt would speak with bet- 
ter grace on this issue and, indeed, on any other 
subject pertaining to the free-enterprise system if 
he did not undertake telecasts in which he refers to 
investors as people who must get their “pound of 
flesh.” Surely, the man is lacking in balanced judg- 
ment when he can bring himself to speak contemp- 
tuously of more than 7 million of his fellow-citizens 
whose thrift and readiness to underwrite our eco- 
nomic system have made possible our high standard 
of life. 

Most investors are folks of moderate means— 
merchants, professional men, trained technicians, 
salaried folk and wage-earners. Many of these people 
depend, in substantial measure, on dividends from 
their investments to sustain them in the years of 
retirement. 

If Mr. Roosevelt could shuck his prejudices, he 
would realize that there is a growing reliance by 
American industry on the small investors, who have 
the hardihood to risk their hard-earned savings to 
develop companies and, indeed, whole industries. 
It isn’t likely that anyone is going to change his 
philosophy, but it is important that the record be 
set straight that we may all better cope with people 
who are basically hostile to free enterprise. 


“PRUDENCE AND HONOR”... The most eloquent 
voice of the Free World has broken a year-long si- 
lence on foreign affairs to speak forthrightly on the 
turbulent Middle East. History will record that Sir 
Winston Churchill never hesitated to speak out in 
time of gravest emergency and in the face of over- 
whelming odds. No aggressor could mistake the im- 
port of his words. 

Sir Winston said it would “become not only a 
matter of prudence but a measure of honor to make 
sure that they (the Israelis) are not the losers by 
waiting” should that little democracy be dissuaded 
from warding off the Egyptians “until the Egyptians 
have learned to use the Russian weapons with which 
they have been supplied and the Egyptians then 
attack...” 

Would that more statesmen had his faculty for 
speaking the kind of English that is understood the 
world over. 


BRITAIN’S BUDGET .. . The British budget is unique, 
combining, as it does, the conservative imprint of 
the Tories and the novel device of a lottery. While 
the lottery, designed to encourage individual savings, 
is bizarre enough in British official circles to capture 
the headlines, it is a budget that is intended, first 
and foremost, to halt inflation and improve the 
balance of trade. 

Of especial interest to Americans is the fact that, 
despite a considerable revenue surplus at the end of 
the last year, there is to be no cut in the tax burdens 
of Britons, who have been bearing a particularly 
onerous burden for more than a decade. In this coun- 
try, a budget surplus of $2 billion this fiscal year has 
been forecast by the staff of the Congressional Joint 
Economic Committee. We would do well to forego, 
as the British have done, any tax cuts that would 


only increase the inflationary aspects of the economy 
by freeing more money for spending. 

Americans, who make regular or occasional pur- 
chases of their Government’s Series E bonds, wil 
find the British campaign to get their subjects to 
save most intriguing. The British propose to issu 
bonds in denominations of £1 ($2.80). Purchaser: 
will be entitled to participate every three months i: 
a drawing that may bring them tax-free prizes rang 
ing to £1,000. The bonds, cashable at any time, wil 
not earn interest. However, the equivalent of 4% 
of the purchases will be used each year to finance 
the prizes. 

War has an unfortunate habit of changing people 
customs and nations. It is difficult to accept, however 
the image of a British populace being in need of : 
Government lottery to induce them to save. The habit 
of thrift and prudence long has been a hallmark ot 
Britons. Of course, the British tax burden, hithert« 
cited, also has been a force to discourage saving 
And therein is a subject of interest for Americans. 


WILLIAM HENRY HARRISON .. .. In the preceding 
issue of The Magazine there appeared a detailed 
study of International Telephone & Telegraph. It 
was accompanied by a brief statement from William 
Henry Harrison, president, on the future of the 
electronics industry. 

Mr. Harrison died on April 21 after a long and 
distinguished career in the service of American 
Telephone, I. T. & T. and his country. Serving his 
country in World War II, he was promoted to major 
general, taking over the direction of the Signal 
Corps Procurement and Distribution Service, which 
was responsible for obtaining and distributing the 
communications-radio-electronics material of the 
Army and the Army Air Forces. 

The investment community knew him best as a 
dedicated executive who played a vital role in bring- 
ing I. T. & T. to its present eminence. Readers re- 
calling his views on the future of the electronics 
industry, set forth here, will appreciate the great 
vision that marked the man. 


THE FOX AND THE LION... Scarcely a day goes by 
that we are not apprised of yet another trade agree- 
ment between a country of the Communist bloc and 
one of the newly-independent nations. There is no 
denying the natural tendency of people to trade, 
based on a terrestrial division of labor. However, 
the people in these newly-freed lands may find this 
customer-client relation with the Soviet or one of its 
satellites is not precisely what it is represented to be. 
The Communist-type operator always is heavily di- 
versified. offering not merely trade, but diplomatic 
“favors” and weapons of war. Cunning propaganda, 
although unbidden, is part of the package. 

In the fable of the lion who invited everybody to 
the party in his den, we recollect that only the fox, 
who noted that all tracks led to the den and none 
away from it, remained outside. When the lion fi- 
nally emerged, licking his chops, he humbly bade the 
fox join the party. As we recall it, the sly old fox 
replied: “‘No, thanks. I noticed so many entered and 
saw none emerge, I figured you had too many guests 
already.” 
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a 
J reat milestones of history seldom make 
exciiing headlines. Buried among reports on the 
new baseball season and the doings in Monaco and 
Independence, (Mo.), and unnoticed and unappre- 
ciatcd but by a few, was a news items that may 
ver) well have marked a milestone in human history. 
jt stated simply that the leading nations of the world 
had agreed on the 
basi: machinery for 
ketting up an inter- 
mat:onal ‘‘atomic 
pan<”’ to aid in the 
heaceful use of atom- 
ic energy. 

Taus last week a 
ew era in the 
world’s industrial 
his ory may have 
been born, only 14 
rears after the first 
lemonstration of 





atomic fissure. 

The agency is a 
lirect result of Presi- 
lent EKisenhower’s 
itoms-for-peace plan 
utlined in his mem- 
rable speech before 
he General Assem- 
ly of the United Na- 
ions on December 8, 
953. In this address 
he President im- 
lored that body to 
how “‘the way by 
vhich the miraculous 
inventiveness of man 
hatl not be dedicated 
) his death, but 
msecrated to his 
ife.” He beseeched 
he United Nations 
“lead this world out of fear and into peace” by 
vorking to make atomic energy serve the peaceful 
ursuits of mankind. Last year at the Summit 
leetings in Geneva, the President again urged some 
iternational agreement on atomic energy. 

The charter establishing the International Atomic 
nergy Agency was worked out after relatively 
hort deliberations by the nations of both the East 
nl the West. It is still subject to revision and 
pproval by an international conference of some 84 
rospective member nations, which is to meet next 
eptember. A hitch may develop over admitting 
ommunist China. But the most important obstacle 
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By JOHN CORDELLI 


ATOMIC POWER FOR PEACE 


has been surmounted: The Russian veto that could 
paralyze the Agency’s work. 

It remains to be seen whether the Agency will 
become an actual “bank” impounding, storing and 
distributing all fissionable material produced, or 
whether it is destined to function merely as a clearing 
house for information in respect to the use of nuclear 
energy in industry, 
agriculture, biology, 
medicine and other 
non-military applica- 
tions. 

As it is, interna- 
tional cooperation on 
the peaceful uses of 
atomic energy comes 
none too Over 
30 countries are al- 
ready working on 
atomic energy re- 
search. At least 90 
nuclear reactors are 
in operation in 13 dif- 
ferent countries. Re- 
actors are, moreover, 
being built or planned 
in another 14 coun- 
tries. The cost of these 
reactors runs_ into 
hundreds of millions 
of dollars. Counting 
in the production of 
fissionable materials, 
on which adequate 
information may first 
be collected by the 
new agency, one may 
well contend that a 
billion-dollar indus- 
try has sprung into 
being in less than 15 
years. 

But even more important than the building of 
reactors and the employment that the production of 
fissionable materials has already created, is the fact 
that as an important new source of energy, atomic 
power, holds promise of speeding-up industrializa- 
tion and of raising living standards in less highly 
developed countries. This is especially true for such 
countries as India, which has large deposits of 
thorium sands, an important fissionable material. 
Moreover, nuclear power can serve to supplement 
the power resources of countries such as Great 
Britain, Japan and France, where the existing 
energy supplies are running out. 


Soon, 
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On balance, the industrial and utility lists were under moderate pressure during most of 
the past two weeks. Rails made a relatively good showing. The bond market was further 
unsettled. Despite exceptions here and there, industrials are generally too high to be viewed 
with confidence. A conservative, highly selective policy remains in order. 


By A. T. MILLER 


y oe the market remained highly mixed, 
as usual, the over-all movement of stock prices was 
downward over the last fortnight. The total retreat 
has not amounted to much so far; and it seemingly 
reflects greater caution than heretofore on the de- 
mand side rather more than increased supply of 
stock under liquidation. Thus, trading volume has 
tended to contract materially as compared with the 
levels around early April, when the industrial list 
recorded its bull-market peak to date. 

While there are always many and varying factors 
at work in the market, reaction in the industrial sec- 
tion can perhaps most simply be ascribed to a weak- 
ened technical position set up by the rise of some 55 


Market Action Reflects Skepticism 


points by the daily average from the mid-Februa 
low to the April 6 high, marking a net gain of n2ar 
115 points from a year ago; and by the sobering effe 
on investment sentiment of the recent further ij 
crease in Federal Reserve rediscount rates. The | att 
resulted in a prompt and marked extension o° t 
recent slump in the bond market, with consecue 
rise in bond yields to the highest level in a long ti 
and the focusing of attention on the greatly narrow 
spread between these yields and common stoek y 
(A feature discussion of the bond market and ite 
est-rate prospects is presented elsewhere in thi 


issue). 





MEASURING MARKET SUPPORT 


THE MARKET IS A TUG-OF-WAR 


CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS 
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MEASURING INVESTMENT AND SPECULATIVE DEMAND 














| hh SERRE ERE SKE CAG HECK RE EE REE 
oof Jnl dnl | B60 
440 (HH HH HH HH HH HY +t + f+ 4+ +--+ 959 
M.W.S. 100 LOW PRICED STOCKS Papo 
420 + orem SCALE AT LEFT , tots te tie t+ + + + + HHH 240 
| | cine, 
ao Ft +49 ‘ne. i — pt} __|_ 930) 
| | ? pooge” ne eorpelet | | 
os Theta fe at iz $220 
re | | 
360 alastte*] SS aS ee ee ee ee ee j ae a 210 
| M.W.S. 100 HIGH PRICED STOCKS 
SCALE AT RIGHT mene 200 
340 





Oct. Nov. Dec. 








(#21264 18252 9 1623 306 13 2027 3 10 17242 9 1623306 13 20274 1 18 2S 1 6 
JAN, 1956 Fes, Mar, Apr. May 










costs 
prod 
will | 
invol 
oper 
stee! 
inten 
prese 
Rega 
policy 
“patt 
other 
coa 
ing 
wage 
Fir 
more 
likely 
ing ¢ 
sig 
plain 
out'a: 
primi 
con ‘ic 
sales 
be n 
eld thi 
act) vi 
nari 
year 
ime gi 
cated 
In the latest credit-tightening mog'hese 
the monetary authorities have servq “ose 
notice of their determination to che@g/@? } 
inflationary tendencies and potentialg Boc 
to the extent that central banking poligmone; 
can do so, even though such tendencigan en 
are now confined to a few areas — prigstrain 
cipally business borrowing for inventomual e 
accumulation and for plant-equipmegmaxir 
—and are far from general. The produgtomes 
tion index, down slightly since Decenmoom 
ber, stands where it was last Septembel Tyr 
Measured by home starts, housilfhes che 
activity dipped further in March, (4p a st 
a seasonally adjusted annual-rate basishly be 
to the lowest point since the spring ields 
1954. Development builders see more if che 
flationary tendencies in costs than in dnd be 
mand for homes. The same goes {his g¢ 
retailers. The rise in total sales of storow n 
culminated last August, and whether tlt) £0.’ 
pause is temporary remains to be seehyre t¢ 
Present inventory excess centéhhance 
largely in automobiles, because of slofhan y 
sales and over-production; and in stee — 
because forward buyers have long know, *” ‘ 
that there will be a big price boo = ut 
around midyear after settlement of mg. 
new union contract, and that there is[°*S ? 
possibility that a strike might prece@™S, 
settlement. Monetary policy has no beag’© 2 
ing on these situations; nor on the laté ontin 
deflationary adjustment of auto and ste oe 
inventories, which might push the pr 56 ; 
duction index below year-ago levels | 7 19 
the third quarter. Monetary policy caf” ( 
not prevent the passing on of higher ste _ ‘ 
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‘costs at least partly in end- 


product prices, though this 
will be difficult — and will 
involve some squeeze of 
operating margins — for 
stee! users who are facing 
intense competition in the 
present buyers’ market. 
Regardless of monetary 
policy, the steel settlement 
“pattern” will be used by 
other unions, starting with 
coa!, as leverage in exact- 
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ing further cost-raising | 490 
wage boosts. 

Finally, it would take 
more extreme rise than is 
like'y in long-term financ- 
ing costs to choke off any | '” 
significant portion of | j7 
plained plant-equipment 
outiays, since they hinge 
primarily on management | ,,, 
con ‘idence in longer-range 
sales and profits. It should | '% 
be noted, however, that | 
this support of business | 4 
activity will be less dy- 
namic over the rest of the | * 
year than some observers 
imsgine, since the indi- 
cated first-quarter level of 

mogthese outlays was fairly 
seryq close to the projected full- 
chegyear rate. 
ntiag Booms generate tight 
poliqmoney and normally end in 
encigan environment of credit 
- prigstrain. This makes the ac- 
ontomgtual effect of official credit policy debatable. That is, 
pmegmaximum official pressure on the credit brake always 
rodugomes late in a boom anyway — usually when the 
ecemboom itself has already greased the skids for a slide. 


mbef Turning back to the immediate market, rails 
uSIIreached a new high at the close last week. They are 
1, (in a stronger technical position than industrials, sim- 
basis bly because they have had much less advance, because 
ing Fields are relatively high, as they should be in view 
ore lbf characteristic wide cyclical swings in earnings; 
11 Cfnd because money-rate factors have little bearing on 
2S ffhis section of the market. The fact that they have 
Stolfow moved up does not assure that they are “ready 
ler Uh go.” There is nothing in the earnings-dividend pic- 
> S€€Hure to suggest that the previous sluggish perfor- 
entéfhance of rails was unfounded, or to promise more 
f slofhan moderate change for the better. 
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aa In its usual direct reflection of rising bond yields, 
“poof” utility group has eased moderately further; and 


- of t might be subject to some additional reaction. This 
loes not mean significant vulnerability. Over the 
recefe@ts, Money rates go up and down; but growth of 
beagle Utility industry’s business, profits and dividends 
5 Jatgontinues. Yields are much higher than those of 
d <tegtime industrials, both absolutely and in relation to 
“ nrqond yields; and on both comparisons the group, at 

* £956 highs to date, was much under its 1946, 1937 
nd 1929 bull-market highs. Do not let reaction scare 
«tofu. Growth utilities particularly are no less attrac- 
ve long-term investments than heretofore. 
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Market Of Stocks 
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Here is the “box score” in this market of stocks 
over the last fortnight, in terms of average daily per- 
formance of indivdual stocks: advances 434, declines 
525, unchanged 256, new 1956 highs 56, new lows 
60, the latter average including a goodly proportion 
of preferred stocks which moved down with the bond 
list. Principal groups under more than average pres- 
sure in recent trading sessions include automobiles, 
with Chrysler, Ford, American Motors and Stude- 
baker-Packard recording new lows; copper, farm 
equipments, electrical equipment, chemicals, finance 
companies and textiles (especially rayon issues). The 
following show better-than-average demand up to 
this writing: aircraft, coal, drugs, dairy products, 
machinery, aluminum, metal-fabricating, oils, office 
equipment, TV, rails, steel, paper, tobaccos. 

First-quarter earnings reports show some good 
gains, some disappointments, many instances of 
higher sales but narrowed margins. Dividends con- 
tinue to edge up, but have lagged far behind indus- 
trial stock prices. Easing of the Mideast tension is 
to the good, but the clash of nationalistic interests 
and ambitions is unchanged. The industrial list is 
still “‘way up there” and seems entitled to at least 
an interim correction. Aside from selected utilities, 
stocks that can be bought with confidence are in- 
creasingly hard to find. We continue to advise con- 
servatism and careful discrimination in your port- 
folio management.—Monday, April 23. 
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a the order of procession, there is no 
denying that yet another in a long series of price 
spirals is in the making—a rise in wages, materials 
costs, prices and haulage. Most of these increases 
appear to be rooted in the calendar, rather than 
economic grounds. 

A new crop of price rises is budding this spring, 
a development that promises to come to full flower 
by early summer. The early-season harvest includes: 

Portable typewriters up $4 to $6 at Smith-Corona 
and higher by $2 to $6 at the Remington Rand divi- 
sion of Sperry Rand Corp. John B. Stetson Co. is 
to jump the price of hats, with its $10 Royal line 
going to $10.95 from $10, reflecting the higher price 
of hatter’s fur. Across the country, the number of 
nickel newspapers is declining, many going to 6 
cents, 7 cents and more. And, of course, a wide 
range of paper products is commanding a higher 
price. On scattered fronts, petroleum products are 
up and indications ‘are the increases will become 
more general with the arrival of the heavy-driving 
season. 

Also rising, but less likely to catch the public eye, 
are such products as Dow Chemical’s polystyrene 
granules. A hike of 1 1-2: cents a pound for this 
most widely used plastic for molding, going into 
refrigerator parts, wall and tile-coverings, house- 
wares and other products is attributed to increases 
in freight and labor costs. That company also has 
boosted magnesium prices. Another typical item 
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PRICE SPIRAL 
IN THE MAKING 


By HOWARD WINGATE 


600Jj 


45003 





png pr 


The 
nore f 
t leas 
net 


kourse 
atest 

bmy, | 
nt a ti 
The ‘ 


ing at 


by he 
are in 
ials ar 
Off cia 
rie.’s, 
a 6% 
the 7 
watch 
jon r 

7 “he 
railro 
TEASE 
ilreac 





that stirs only negligible interest outside the trad 
is an increase of $1.50 a ton for pig iron and ingo 
molds and stools by Kaiser Steel Corp. 

Dozens of additional illustrations, affecting con 


Coal 


Cher 


sumer goods and raw materials, could be listed, buf} 


the aforementioned should suffice to indicate a tren 
that is of primary concern to the public, busines 


people, the Government and, of course, investors} 


who are well aware that spiraling prices have a 
immediate impact (favorable or otherwise) on corp 
orate profits. 


“Fed” Acts Again 


Hat: 


To cope with inflationary pressures, the Federall 


Reserve Board this month increased the discoun 
rate. Banks followed through at once, raising th 
prime rate on business loans to 3.75% from 3.5% 
The prime rate is the interest charged by the co 

mercial banks on borrowings by companies wit 
the highest credit rating. This was the fifth roun 


of rediscount rate increases since early 1955 anf 


put rates at the highest level since early 1953. 

It signified that the “Fed” had veered to expec 
tations of recrudescent inflationary pressures, i 
contrast with the previous view that the busines 
boom was leveling off. The board’s action was aime 
not only at rising industrial prices, but climbin 


Typ 








bank loans to business, heavy on-the-cuff consume} 


buying, and stepped-up plant and equipment spend 
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ng programs by manufacturers. 
The idea is that banks, by charging customers 
ore for hiring money, will keep a lid on the boom, 
t least to the extent that corporate needs must be 
et by external sources. Higher money rates, of 
ourse, also will be felt in time by consumers. This 
atest move is not designed to drive back the econ- 
my, but rather to discourage marginal borrowers 
ta time when the economy is verging on capacity. 
The “Fed” believes that further increases in lend- 
ing at this time would only result in higher prices. 





Prices Point Higher 


And it would appear that the price increases ef- 
fected in recent weeks are certain to be dwarfed by 
hikes in the making. The cry “freight and labor 
costs” sounded by Dow Chemical in boosting prices 
will be echoed on a wide front in the weeks ahead. 

In this connection, it is important to note that 
the railroads feel the freight rate increases granted 
by -he Interstate Commerce Commission last month 
are insufficient to offset increases in wages, mater- 
ials and supply eosts incurred in the past six months. 
(ff cials representing 80 Western and Eastern car- 
rie’s, meeting to discuss the ICC decision to grant 
16% rate increase with hold-downs rather than 
the 7% requested, decided “the situation will be 
watched closely and reviewed further as the occa- 
sion requires.” 

That, of course, is a nice way of saying that the 
railroads will be back shortly for another rate in- 
ease. Pennsylvania Railroad, giant of the carriers, 


already has estimated the March 7 freight rate 



























Industries Benefiting From Ability 
To Pass Along the Increased Costs 
tradé Coal Boosts in bituminous, ranging from 15 cents 
Ur Adt | to 50 cents per ton went into effect April 1. 
In gog) Increases were cited as offset to new wage 
hikes. 

CONN Chemicals Rises effected in wide variety of products 
l, bu in this industry and attributed, in many 
trend instances, to rising labor and freight costs. 
oe Hats Up last fall as much as 18% at retail and 
stors now being increased on the order of 10%. 
ye al) — imarnccanee om 
corp Non-ferrous Metals Copper, zinc and aluminum industries ob- 

tained boosts last year and many non- 
ferrous metals have continued their for- 
ward bound this year. 
Paper A wide range of paper products now sells 
at higher prices than a year ago with in- 
dera dustry encountering only negligible sales re- 
coun sistance. Prices were boosted last year, too. 
4 th Shoes Steadily rising costs, which brought an ad- 
3.5% vance in prices last year, now being dupli- 
co cated in this industry, hard hit by increase 
wit in minimum wage. 
‘oun Steel The $7.35 a ton rise of 1955 is likely to be 
y an dwarfed by boosts this year. Pig iron 
3 prices have been boosted $1.50 a ton. 
xpedi| Textiles Prices of long line of finished goods have 
is. j been boosted since rise in minimum wage 
me P and more are in prospect. 
> 7 - = — ——E 
Limed]) Typewriters Portables boosted this spring, $2 to $6. 
nbin Other increases in prospect for office equip- 
ume ment, hit by spiraling costs. 
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boost will add but $42 million annually in revenues, 
whereas its costs are up $59 million. Pennsy hopes 
to make up a small part of the $17 million gap with 
the boost in express rates (effective March 20) and 
a pending increase in passenger fares and Pullman 
space. 


Labor the Major Factor 


The size of the price rise in store for the economy 
hinges, of course, on the kind of. wage rises that 
impend. The nation now is entering upon that sea- 
son when the representatives of electrical, machine, 
steel, coal and other workers will be sitting down 
to negotiate labor contracts with key industries. 

Coal, incidentally, provides a prime example of 
the price spiral in which this nation apparently is 
trapped. Soft coal price boosts, ranging from 15 
cents to 50 cents a ton, went into effect on April 1. 
The increases were intended to offset mounting pro- 
duction costs, notably an 80-cent a day wage rise 
which miners got on that date. These markups fol- 
lowed price advances of 25 cents to 50 cents in Sep- 
tember of 1955 after the miners had been granted 
pay rises of $1.20 per day. The contract signed in 
1955 can be terminated by either side on or after 
August 1. Thus, while the soft-coal miners have ob- 
tained an additional dime an hour since the last 
contract was inked, they’ll probably be around for 
another hike this summer. 


Steel Talks Crucial 


Undoubtedly, the pivotal industry in the current 
situation is steel. It was that way last year, too. 

Last summer, the United States Steel Corp. ac- 
ceded to wage demands of the C. I. O. Steelworkers 
and raised its prices more than $7 a ton to set a 
pattern for the industry. Between now and July 1, 
the steel producers will be in a similar spot. Last 
year, when the contract 
wages, employes received a 15-cent hourly boost. 

In advance of the new wrangle that is slated, it 
“an be said that there is little chance it will cost 
as little as 15 cents this time. For one thing, Dave 
McDonald, boss of the steelworkers, has talked 
about getting a guaranteed annual wage and a bet- 
ter pension accord. These demands, to be sure, will 
be in addition to the quest for higher wages. 

It would be idle to suppose that the steel industry 
will not set about at once to recapture added labor 
costs. Historically, they have taken the position that 
for every cent of wage increase there must be a 40- 
cent-a-ton price rise. However, they have not always 
used such a formula, nor are they likely to this year, 
since steelmakers feel that increases are needed 
right now to compensate for past cost rises and ex- 
pansion needs. 


was reopened only for 


Little Fellow, Big Shock 


Avery C. Adams, president of Pittsburgh Steel 
Co., sent a shiver through every steel-consuming 
company two weeks ago by calling for a steel price 
increase of $12 to $15 a ton. Pittsburgh, which rates 
slightly below the dozen top producers, holds that 
prices should be about $12 a ton higher right now— 
just to increase the return on investment and not 
taking into consideration the prospvect of higher 
wage costs vet to be absorbed. Pittsburgh’s Mr. 
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Adams would increase prices again when wages 
go up. 

National Steel Corp. has voiced widespread sen- 
timent within the industry for price boosts without 
waiting for United States Steel, bellwether of the 
industry, to set the pace. Other companies, however, 
are reluctant to take the lead, especially in advance 
of the upcoming wage talks. Meanwhile, the indus- 
try is absorbing a flurry of new cost increases. Steel 
producers who mine their own coal have been pay- 
ing higher wages since the first of April and coal 
bought in the open market commands a higher price. 
There also have been increments in freight rates, 
steel scrap and iron ore. Pig iron prices also have ad- 
vanced, entailing higher costs for many smaller steel 
producers who do not produce their own iron. 

This all adds up to the prospect of a whopping 
increase in steel prices, probably closer to $10 a 
ton than the $7.35 figure of 1955. It could even be 
the largest increase since before World War II, top- 
ping the $9 per ton increase made in 1948. 


Profit Squeeze Threatened 


If scrap, iron and coal are the major ingredients 
of the steelmaking process, then the finished product 
is likewise a major factor in the materials costs of 
innumerable industries. Makers of appliances, auto- 
mobiles, building materials and farm equipment, to 
cite but a few, use steel in tremendous quantities. 

Nor can railroads and utilities, which purchase 
steel products in important quantities, enthuse over 












































Companies Scheduled to Negotiate 
New Labor Contracts in 1956 
No. of 
Company Month Workers Union 
Lockheed Aircraft Feb. 19,400 Machinists 
Douglas Aircraft Mar. 51,400 Machinists & UAW 
North American Mar. 32,800 UAW 
Radio Corp. of America May 17,000 AFL electrical 
Boeing Airplane May 65,000 Machinists 
Southern Bell Telephone May Communication workers 
U. S. Steel June 171,000 USW 
Bethlehem Steel June 85,000 USW 
Republic Steel June 50,000 USW 
Jones & Laughlin June 29,600 USW 
Inland Steel June 13,500 USW 
Bethlehem 
(shipbuilding) July 12,000 Shipbuilding workers 
N. Y. Shipbuilding July 6,500 Boilermakers 
Bituminous Ass’‘n. Aug. 200,000 UMW* 
Aluminum Co. 
of America Aug. 54,000 Steel & aluminum workers 
Kennecott Copper Aug. Mine, Mill & Smelter 
Cudahy Packing Aug. 8,000 Packinghouse workers** 
Swift & Co. . Aug. 26,000 Packinghouse workers** 
Firestone Tire & Rubber. Oct. 22,000 Rubber workers 
| *Soft coal miners received an increase of 10 cents an hour on 
April 1, but contract signed in 1955 can be terminated by either 
side on or after next August 1. 
**Contracts with the large meat packers expire September 1, but 
| unions are permitted to file new demands any time after March 1. 
However, Packinghouse Workers and Meat Cutters unions are 
working on a merger of their two organizations which may 
delay reopening of wage negotiations until later this year. 
ae 
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the prospective trend in steel prices. Many of these 
corporations, in addition, can expect renewed de. 
mands from their own workers for pay boosts. 

If the experience of 1955 is to serve as a guide 
then the steel price boost will have widespread re. 
percussions. Boosts last year (not all of which wait. 
ed on the action in the steel industry) covered just 
about every industry of consequence, including 

Aluminum, brass, building materials, cellophane, 
cement, chemicals, copper, earth-moving equipment, 
fuel oil and crude, hats, hosiery, appliances, nylon, 
paper products, platinum, power equipment, rubber 
tires and other rubber products, silver, shoes, sports 
line (golf and the like), television, textiles, tobacco 
products, wood products and zinc. 

The notion that prices can’t go up because goo'ls, 
in a majority of instances, are in plentiful supp!y, 
received a rude jolt last year. Increases were effe:t- 
ed, despite the plentiful supply, in appliances, ci¢a- 
rettes, tires and heating oil. On many fronts, of 
course, competitive conditions served as a deterrent 
to hikes. 


Oil Price Rise Looms 


While there is no gainsaying the ubiquitous na- 
ture of the product of our steel mills, other vital 
industries have been pressing for price increases, 
regardless of any action (or lack thereof) in steel. 
The oil industry is a case in point, with leaders in 
that field irked at rising costs of production and ex- 
ploration. Domestic producers are especially unhap- 
py about the price structure, which they feel wou!d 
be more satisfactory were it not for the pressure 
of low-priced foreign oil. 

Already this year there have been some scattered 
increases. On February 1, Continental Oil Co. an- 








nounced a rise of a half cent in tank-wagon prices 
of its regular and premium gasoline in Texas. This 
move was followed several days later by Humble 
and Gulf Oil. 

It is noteworthy that the increases came at a time 
when gasoline inventories had been subject to the 
winter-season buildup. With the big motoring season 
upon us, pressure on gasoline prices should ease 
substantially. P. C. Spencer, president of Sinclair 
Oil, said early this month that there was need for 
an increase in refined products because “costs of all 
kinds are continuously rising.” 


Oil Feels Like Steel 


It is a fact that there has been no general increase 
in the posted price of crude oil in almost three years. 
Not unlike the steel industry, oil producers feel they 
must get price rises to enable them to press the 
search for oil. To achieve the 15 million tons in- 
crease in steel capacity contemplated by the indus- 
try for the next three years will require investment 
of not less than $1 billion annually. Nearly $6 bil- 
lion has been budgeted by the oil and gas people for 
1956 alone. 

Sinclair’s Mr. Spencer sums up the viewpoint of 
the industry when he says: “In my opinion, it is 
only good common sense that these increased costs 


should be recovered by appropriate adjustment of 


refined product prices.” 

The industry, of course, is thinking largely i1 
terms of the rising cost of locating new oil sources 
resulting in erosion of (Please turn to page 188) 
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by J. C. CLIFFORD 


 - the first of this year more than 500 cor- 
porations have either increased their quarterly 
Kividend payments or declared extras for distribu- 
tion to their common stockholders. Although many 
companies took similar action early in 1955 the 
vreat number of increases or extra declared in the 
first quarter of 1956 was somewhat surprising in 
view of the widespread uptrend of dividends in the 
previous 12 months. Undoubtedly, the generally high 
evel of 1955 earnings was a factor in the liberaliza- 
tion of dividend policies during the 1956 first quar- 
fer which at the same time reflects optimism over 
this years’s business prospect. This is confirmed 
by the fact that first quarter dividend boosts or 
extras were voted upon by the majority of com- 
ranies taking such action before earnings results for 
the first three months could be determined. Few 
conservatively managed corporations will increase 
their regular dividend payments unless it is believed 
reasonably certain that the increased distributions 
‘an be maintained. 


First Two Months’ Dividends Totaled $1.1 Billion 


Figures of the Department of Commerce show 
tublicly reported cash dividends by corporations in 
the month of February amounted to $324 million. 
This figures compares with $260 million in cash 
lividend payments made in February a year ago 
APRIL 
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and brought these distributions in the first two 
months of 1956 up to $1.1 billion, an increase of 
15.5 per cent over the first two months of 1955. 
This two months’ gain, in addition to reflecting 
higher payouts in January and February, also in- 
cludes dividend increases in the latter part of last 
year and which were maintained into 1956. 

During the first two months of this year pay- 
ments by manufacturing corporations were up 15 
per cent with above average gains being reported 
by the non-ferrous metals, oil refining, electrical 
machinery, paper and printing, automotive and 
miscellaneous manufacturing groups. Considerably 
higher distributions were shown by some of the 
non-manufacturing companies among which were 
those making up the finance, mining and railroad 
industries. 

Thus, corporations that have raised their cash 
dividend rates, paid extra or special dividends, or 
distributed stock dividends or split their stocks on 
a better than two-for-one basis, represent a good 
cross-section of American business. This is shown 
by accompanying tabulation of 65 common stocks 
listed on the New York Stock Exchange that in- 
creased cash dividend rates in the 1956 first quar- 
ter; 25 that in the same period paid extra or special 
cash dividends. In addition the table lists 46 New 
York Stock Exchange common stocks that were 
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split two-for-one or better; 8 on which stock divi- 
dends of from 10 to 25 per cent were paid, and 8 
paying five per cent or less. 

It will also be noted from the tabulation that two 
companies, after a lapse of time, resumed dividend 
payments in the 1956 first quarter while only four 
others reduced payments and only three omitted 
dividends altogether. These latter two groups are 
down from a year ago when six companies cut their 
dividends and five omitted any cash payments. This 
year as in the year before most of the companies 
cutting or passing their dividends were the smaller 
organizations with uncertain dividend records 
which is in contrast to those of the great number 
of companies that have raised their rates of pay- 
ments and which have been paying regular divi- 
dends over a period of years. Many of them, because 
of this dividend stability, have grown steadily in 
investment stature, thus attaining the rank of high- 
grade common stocks. 


Present Trends 


What has been taking place in the matter of 
corporate dividends so far this year is that approxi- 
mately 97 per cent of all the changes by corpora- 
tions making public reports have been on the 
favorable side. Of all the revisions, 42 per cent repre- 
sented increased dividends, but not including stock 
dividends or stock splits. Extra or special dividends 
in cash made up 30 per cent; initial dividends 22 
per cent, and resumed dividends 3 per cent. In con- 
trast, omitted or passed dividends amounted to two 
per cent of the reported total, and reduced divi- 
dends a mere one per cent. This preponderance of 
change is even more pronounced than the notable 
record for all of 1955. 

A number of factors are contributing to trend 
toward increased dividends. These include: 

The continued strength of the general economy, 
indicating that the forces prevailing last year 
which resulted in companies listed on the New 
York Stock Exchange paying their common stock- 
holders a record-breaking $7,488 million in cash 
dividends should again be effective in 1956. 

The growing tendency on the part of many cor- 
porations to restore the ratio of earnings paid as 
cash dividends nearer to the prewar level. Then this 
ratio ran as high as 65 to 70 per cent but between 
1941 and 1948 the per cent of cash dividends to earn- 
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Net Income After Taxes, Dividend Payments, and | 

Retained Net Income of All U. S. Corporations 

(In Billions of Dollars) 
Net Dividend Per Cent Retained 

Years Income Payments Paid Income 
1939 $ 5.0 $ 3.8 76 $1.3 
1940 6.5 4.0 62 2. 
1941 9.4 4.5 48 4s 
1942 9.5 4.3 45 5.2 
1943 10.5 4.5 43 6. 
1944 11.4 47 41 5.7 
1945 8.3 47 57 3.6 
1946 13.4 5.8 43 7.7 
1947 18.2 6.5 36 11,7 
1948 20.3 7.2 35 13.0 
1949 15.8 7.5 47 8.3 
1950 22.1 9.2 42 12.9 
1951 18.7 9.1 48 9.6 
1952 16.1 9.0 56 7.1 
1953 17.0 9.3 55 7.7 
1954 17.0 10.0 59 7.0 
1955 21.6 11.2 52 10.4 








ings fell as low as 35 per cent and it is only si ice 
1952 that the ratio has gotten above 50 per cent. 
In many instances, net earnings will continue to 
be augmented by the “cash flow” through deprec ia- 
tion and depletion allowances. Because of the hez vy 
capital expenditures by a number of corporations 
for expansion or modernization of plant and equip- 
ment these allowances may increase liquid assets 
over last year, especially for those corporations 
that are still writing off new plants at the rate of 
20 per cent per year under certificates of necessity. 
Giving impetus to the ascending scale of divi- 
dends is the competition among corporations jor 
investors’ favor. An increase in the rate of pay- 
ments by one company in an industry creates pres- 
sure upon management of other companies in the 
same industry to adopt a more liberal dividend 
policy. 
Continuing favorable financing opportunities 
probably will induce some corporations to raise 
additional working capital through new financing 
by the sale of bonds, preferred or common stocks, 
thus far facilitating the payment of higher dividends. 
The ability to establish more liberal pay- 

ments on their common stocks is of the ut- 
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most importance to companies that hope to 
attract investor to equities offered for sale 
to their own share holders or the general 
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public if they are to raise all of part of 
additional funds necessary to carry out ex- 
pansion programs. 





Dividends 7 














A good illustration in this connection is 
the necessity for the steel industry to build 
ahead if it is to be in a position to supply 
the increased steel needs of the country 
over the next decade. According to some 
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leading authorities in the industry it will be 
necessary to add six million tons to make up 
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1941-45 


1946-50 


1951-55 


The Portion of Net Income Paid Out in Dividends by all U.S. Corporations 
Averaged 47% in 1941-45, 41% in 1946-50, and 54% in 1951-55. 
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the deficiency in today’s steelmaking capac- 
ity, and more than double that increase by 
1961. In other words, a total increase cf 
18.5 million tons within the next five years. 
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| Dividend Changes — January Through March, 1956 
| 
| ia cael sapettbiliapiaia : _ 
INCREASED DIVIDENDS INCREASED DIVIDENDS (Continued) STOCK DIV. (Including Stock Splits) (Continued) 
| N Previ New Previous . Rate 
| Rote ae — = | Roeeani for! 
. ae " tandard Oil of N. J. or 
Allegheny Ludlum Steel $ .40 $ .37%2 ne Stores $ a 2 $ - Standard Oil of Ohio 20% 
American Airlines 25 .20 a . ‘ 4 ons Tel. Autograph Corp. 2 for 1 
; A West Penn Electric 35 3242 
American & Foreign Power  .20 5 Ww ag Texas Co. 2 for! 
< - estern Air Lines .20 5 * 
American Seating .30 .25 Wool . Union Bag & Paper 3 for 1 
x oolworth (F. W.) 6212 .50 “ P 
Anchor Hocking Glass 45 .40 Worthinaton Cor 62" 50 Union Pacific R. R. 5 for! 
Automatic Canteen of Amer. = .32'2 .27'2 bd — , ; U. S. Gypsum 5 for! 
(| Borg-Warner .60 50 STOCK DIVIDENDS (Including Stock Splits) Visking Corp. . 3 for} 
| Briggs & Stratton 90 .60 - Warren Foundry & Pipe 4 for! 
| Carpenter Steel .40 372 Rate Yale & Towne Mfg. 2\2 for 1 
' Central Illinois Light 65 55 Aeroquip Corp. 5% 
Central Illinois Pub. Service .40 35 Allegheny-Ludlum Steel 2 for! EXTRA OR SPECIAL DIVIDENDS 
Cerro de Pasco .40 372 | Allis Chalmers 2 for 1 ree | 
Chicago Gt. Western Ry. 35 25 | American Chicle 10% 
Crucible Steel 75 .50 American Distilling 2 for! pec ng . an 
Delaware & Hudson .20 .00 American Metal Ltd. 2 for! Satiites Minton 25 
Delaware Power & Light .40 .37¥2 | American Potash & Chemical “B” 212 for! 9 P : 
: . Carpenter 10 
Diana Stores 25 .20 American Stores 5% < Sa 
. . Chicago & Eastern lilinois 25 
Eaton Mfg. 75 .50 Anderson Prichard Oil 2 for! Cornell Dubilier Electric 20 
Equitable Gas Co. .37%2 35 Atchison Top. & Santa Fe 5 for] Coun Ceadedin Nebein 10 
Evans Products 40 25 Babcock & Wilcox 3 for! Douglas Aircraft g ‘50 
Federated Dep’‘t. Stores .40 .3712 | Beaunit Mills 20% : ; 
Firestone Tire & Rubber 65 .50 Briggs & Stratton 3 for! ae & Phonograph - 
Filtral Corp. 45 .30 Carpenter Steel 100% ey ie 40 
Firth Carpet 5 10 Cerro de Pasco 10% Sine aniees hiinen 25 
General Shoe Corp. 372 .31% | Chesapeake Corp. of Va. 2 for 1 General Public Util F 05 
Goodyear Tire & R. .60 .50 Chicago Pneumatic Tool 10% Green (H. L.) , 95 | 
Hamilton Watch 35 .30 Clark Equipment 2 for! peo Cit a Soe R 25 
Hammermill Paper 372 .32'2 | Combustion Engineering 3 for 1 Kinney (G ‘. ) — 58 
Harbison Walker Refract. 70 .62'2 | Continental Insurance Co. 2 forl : ee r 
r Liggett & Meyers Tobacco 1.00 
International Tel. & Tel. 45 35 Delaware & Hudson 3 for ee 75 
Kansas City Pow. & Lt. .50 45 Federated Dep’t. Stores 2 for! M. & M. Woodworkin 10 
Kinney (G. R.) 45 40 General Shoe 2 for! “Recs sd 
Miami Copper 50 
Koppers Co. .62'2 .50 Hercules Powder 3 for 1 . 
: “ Schering Corp. 25 
Kroger Co. .50 .45 International Bus. Machines 5 for 4 Sheaffer (W. A.) Pen Co 60 
Libby, McNeill & Libby .20 5 Intertype Corp. 2forl ag j . 
“ Sunbeam Corp. 25 
Lone Star Gas .40 35 Johns-Manville 2 for 1 : © Cine 20 
New York, Chic. & St. Louis .90 75 Lehigh Portland Cement 2 for 1 siaheueenioah une tee ‘1s 
Norwich Pharmacal .40 25 Magnavox Co. 5% Aci att : 
Oklahoma Nat. Gas 35 .30 Mead Corp. 2 for! RESUMED DIVIDENDS 
Pacific Gas & Electric .60 55 Minnesota Mining & Mfg. 2 for! ee - 
Parker Rust Proof 35 .31% | Minnesota & Ontario Paper 2 for 1 Rate 
Peoples Gas Lt. & Coke 2.00 1.75 National Malleable & Steel 10% American Safety Razor $ .10 
Pittsburgh Metallurgical .60 522 | New York, Chicago & St. L. 2 for! Bullard Co. .20 
Potomac Electric Power .27%2 25 Northern Pacific 2 for 1 ' 
Rayomer ca 35 .30 Owens-Corning Fiberglas 2forl OMITTED DIVIDENDS 
Reliable Stores .30 .20 Parker Rust Proof 100% Rais 
Reliance Mfg. .30 10 Phillips-Jones 3 for 1 Rate 
Rohm & Haas 50 40 Pitney-Bowes 2% . , 
St. Joseph Lt. & Pr. 35 .33 Pittsburgh Consol. Coal 3 for 1 Concetidated Venti + 
; : : International Packers Ltd. .30 
St. Louis, San Francisco 50 372 | Pittsburgh Steel 1% Pichendla 8 Gor 15 
San Diego Gas & Electric .22 .20 =| Plough Inc. 2 for! ptaenssivessinesstlincdbece.i ¥ 
Seaboard Finance 25 .22¥2 | Procter & Gamble 2 for! REDUCED DIVIDENDS 
Southern Co. 25 .22¥2 | Revere Copper & Brass 2 forl - 
Sunbeam Corp. .30 25 Rochester Gas & Electric 3 for 2 Current Previous 
Texas Pacific Coal & Oil 25 .22¥2 | Ronson Corp. 25% Rate Rate 
Thermoid Co. 5 10 Seaboard Air Line R.R. 2 for! Continental Motors $ .05 $ .10 
Tung-Sal .30 25 | Seaboard Finance 2 for Howard Stores 25 372 
Union Tank Car .40 .37¥2 | Socony Mobil Oil 25% Master Electric .30 40 
United Air Lines 3712 .25 Southern Railway 212 for 1 Oliver Corp. 5 25 












































It is estimated that to carry out such an expansion 
program will cost close to $3.4 billion. The prob- 
lem is where will the industry get the money. The 
entire industry is in accord as to the need for higher 
steel prices in order to permit the steelmakers ac- 
cumulating out of earnings at least part of the 
necessary funds. The greater portion will un- 
doubtedly have to be raised through new financing 
and to attract purchasers for their equities the 
dividend rate on steel company common stocks must 
be sufficiently tempting to the investor. In the 
best opinion, steel companies right now are not 
paying dividends that reflect a proper return on the 
APRIL 
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large percentages of earnings that have been re- 
tained for use in the industry. 


Prospects for Individual Groups 


One of the outstanding developments in the 1956 
first quarter was the wave of stock splits and stock 
dividends, as well as the number of companies de- 
claring extra or special dividends. The combined 
lists represented a veritable cross section of manu- 
facturing industries, several utilities, and at least 
eight railroads, including Union Pacific and 
Atchison, both splitting (Please turn to page 190) 








FOREIGN GOODS 
CHALLENGING 
U.S. PRODUCTS 


By McLELLAN SMITH 





SY, our efforts to bolster foreign economies 
through trade rather than aid, we may have created 
a situation which might have an unfavorable bear- 
ing on some sectors of this Nation’s industrial econ- 
omy. This outlook has been arousing increasing 
trepidation on the part of certain industries so that 
almost daily one or another of this group calls upon 
the Congress to erect a protective barrier or to estab- 
lish lower import quotas to give the petitioners a 
larger share of domestic markets. These requests 
by certain industries that feel they are being hard- 
pressed by foreign competition brings into focus 
a problem that may be difficult to resolve. 

It is a fact that we must buy goods produced 
abroad if we expect to sell our wares in overseas 
markets. Foreign trade is essential to many of our 
own industries which can produce far more than 
our domestic markets can absorb. Yet, the only 
means whereby foreign countries can obtain United 
States dollars with which to buy our goods obvi- 
ously is through the sale of their products in our 
markets. That is fundamental. But it is a funda- 
mental which poses problems of serious proportions. 
Seemingly we have the choice of continuing “free” 
trade, with consequent detriment to certain of our 
own industries, or adopting the other alternative— 
erection of tariff barriers that will effectively stifle 
foreign competition. 

If we resort to this latter alternative—restrictive 
tariffs—it is reasonably certain that we will lose a 
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substantial portion of our overseas markets. The 
consequence could be mounting unemployment rolls 
at home and, at the same time, increased non-reim- 
bursable dollar aid to countries of the free world 
lest they capitulate, under duress of economic stress, 
to Soviet promises. On the other hand, continuance 
of “free” trade, or any considerable expansion of 
this policy, is going to have an increasingly unfavor- 
able effect on some of our domestic industries which, 
despite the current high level of general business, 
are now contending with competition of goods from 
abroad. This is competition that is bound to have 
an even greater unfavorable effect should there be 
a moderate downturn in our economic curve. As of 
now, only the high domestic demand for goods is 
holding the requests for higher tariffs or more 
stringent import quotas to a limited number. How- 
ever, if the domestic economy should sag to any 
extent, it is likely that other voices would be heard, 
swelling the chorus that would reverberate through 
the Congressional Halls. At the present time, Con- 
gress—with the Democrats in the majority—is more 
or less cold to the current protests; and certainly 
will ignore them under a leadership steeped in the 
traditions of the late Cordell Hull, Franklin D. 
Roosevelt’s first Secretary of State and “daddy” 
of the reciprocal trade thesis. , 

Meanwhile, individual states whose industries 
have been hurt by foreign competition, have taken 
steps to do some protecting on their own account. 
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South Carolina, a predominantly cotton textile state, 
has made a move against textile imports from Japan. 
Only recently Maryland’s legislature tried to exclude 
a Canadian-owned brewing firm from establishing 
a plant in its territory. South Carolina, aroused by 
Japanese competition with an industry basic to the 
State’s economy has enacted legislation which re- 
quires retailers of Japanese textiles to post notice 
on their doors that “Japanese Textiles Are Sold 
Here.” The retailers are not happy with the idea, 
but fear open protests would bring boycotts from 
customers who are traditionally supporters of the 
home product in preference to that from a foreign 
land, even though the imported product may be 
had for less money. Japan has protested, naturally. 
The State Department doubtless is sympathetic to 
tae Nipponese protest, but finds itself confronted 
with the problem of pitting an agreement of the 
Executive Department of the Federal Government 
with a foreign Government against the rights of 
en individual State to regulate commerce within 
its own borders. The Administration, apparently 
-pposed to the now-modified Bricker amendment to 
restrict the treaty-making powers of the Presi- 
cent, will be cautious about stepping into the South 
Carolina situation lest such a move give impetus to 
adoption of the unwanted amendment. 


Some States Act to Protect Their Industries 


Happily for trade relations with Canada, the 
Maryland legislature’s move to exclude the Canadian 
orewery was vetoed by Governor Theodore R. 
McKeldin. The veto, however, does not preclude 
the measure from coming up in a future legislature 
when a different Governor may be in the State 
House. The Maryland incident differs from the 
South Carolina action, but denotes a growing an- 
tagonism to foreign competition with U. S. industry. 
The Canadian-owned brewery will use products of 
American farms and employ American labor, only 
the profits accruing to Canadian stockholders. Its 
actual competition with the breweries of Maryland 
will depend upon the quality of its product compared 
with the output of Maryland breweries. 

In South Carolina, the cotton textile industry is 
confronted with competition of an entirely different 
sort—primarily economic and wrapped up in the vast 
differences between living standards and wage scales 
in the Flower Kingdom and the United States. 
The Japanese textile worker, as productive as his 
U. S. counterpart, has a top wage of around 17 
cents an hour—the average being around 14 cents. 
The American cotton textile worker averages $1.81 
an hour. This difference makes it possible for the 
Japanese textile industry to buy raw materials in 
world markets, import them, finish them, transport 
them to the United States and sell here, profitably, 
at prices as much as 50 per cent under our domestic 
production costs. It is true that Japan hasn’t the 
textile productive capacity to capture all of the 
American market, but its present capacity, con- 
tinually growing, is sufficient to cut seriously into 
the profit of our own cotton textile industry. 


Wage Scales Here and Abroad 


It is this disparity between foreign and domestic 
wages that causes just about all of the trouble. It 
means, simply, that (Please turn to page 186) 
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Items formerly imported exclusively 
but now in production in U. S. 


Soybeans Largely imported from Orient until after 
World War |. Domestic production now 
about 200 million bu. annually. Grows 
wherever corn will thrive. Has more than 
100 food and industrial uses, supplants im- 
ports formerly used in ink, paint, adhesives, 
explosives, synthetics. 


Rubber Southeastern Asia and Netherlands Indies 
formerly had poly and supplied U. S. 
with crude that produced annually $1 billion 
worth of goods. Synthetic rubber industry 
began in U. S. in World War Il and now 
matches world output of crude. Nearly every 
U. S. product which required crude rubber 
15 years ago now can be made with syn- 
thetic rubber. 





Newsprint U. S. is increasing domestic production of 
Newsprint, used in printing newspapers. 80 
per cent of U.S. supply comes from Canada; 
reliance on Finland has ended. Slash pine, 

bundant in thern states has been found 
good base for paper. Several domestic mills | 
now operate and at least one is being con- 
structed. Sufficient lumber now and rapid 
growth of slash pine points possibility of 
self-sustaining newsprint industry here per- 





manently. 
Nylon Production of nylon on a laboratory scale | 
began in 1938 at the du Pont plant in 


Wilmington, but essential ingredients were 
available only in Germany. Less than 15 
years ago du Pont discovered way to make 
the same substances chemically and a lead- 
ing domestic fabric industry came into ex- 
istence. Nylon has displaced Japanese silk 
in women’s hosiery and other apparel and 
ended U. S. reliance on the Orient as a 
source of this supply. Discovery of orlon, 
dacron and dynel has added to that industrial | 
independence. 


Plastics Plastic items were patented as far back as 
Civil War days but have become of major 
importance only in the past 25 years. They 
displace tin in hundreds of articles which 
formerly depended on imports from South 
America, Malaya and a few other points, 
and can be made from coal, air, and water. 


Dye In World War | when U. S. no longer could 
obtain dye chemicals from the German mon- 
opoly, production of synthetics began here. 
Today U. S. produces 1,000 types chemically 
—for cotton, wool, silk, rayon, nylon paper, 
leather, inks. Dye production in the United 
States was negligible percentage of use 25 
years ago. Import-export situation has com- 
pletely reversed itself: U. S. makes 95% of 
its needs, exports some. 


Drugs Quinine existed only on the basis of imports 
from the East Indies until World War Il, 
now is synthetically made here. The manu- 
facture of synthetic dyes to take the place 
of lost imports in wartime led to the dis- 
covery of sulpha drugs which in turn led to 
the whole field of so-called “miracle drugs,” 
whose development would have stopped 
short if U. S. still relied upon Germany. 
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By “VERITAS” 








OBJECTIVITY, now always found in Labor’s analyses 
of the economic situation, usually is conceded to the 
AFL-CIO “Economic Trends and Outlook’’—a 
monthly roundup. That circumstance makes more 
acceptable the following report from that source: 
“The leveling-off of economic activities, in recent 
months, is indicated by recent Government reports 
on industrial production, employment, retail sales 
and manufacturers’ new orders. Consumer spend- 
ing, which provided the major force behind the 





WASHINGTON SEES: 


A five-point program totals the Congressional 
objective today. It is an agenda thinned to cover 
only those things which cannot be avoided and 
to embrace supporting housekeeping and opera- 
tional measures. 

It is not an exclusive list but it fixes priorities 
which have the same effect in a Congress moving 
as slowly as the current sitting. The targets are 
Social Security revision, highway construction, the 
$4.9 billion foreign aid bill, an omnibus housing 
bill, and the $36 billion defense budget. A glance 
is enough to reflect the debate likely to build 
problems of deadlines. 

This means that numerous other measures are 
likely to bog down: school construction, still in 
the rules committee; civil rights code, which 
smacks of political motivation rather than opti- 
mism; liberalization of the immigration laws. 

Social Security rules may be changed to lower 
the retirement age for women and to permit dis- 
abled persons to begin collecting pensions sooner, 
but there are more than 40 other amendments 
pending. The Senate isn’t likely to get the bill for 
at least two more weeks. There will be a highway 
bill but not one envisioned by White House. 





Inside Saahtation 


Labor Views the Economy 















rapid rise in economic activities last year, has bee) 
tapering off. From viewpoint of national economy 
rising business outlays for new plant and equipment 
have offset automobile and home-building declines.’ 


REFERENCE to a decline in home-building is support- 
able by the statistics but it doesn’t reflect conditions 
within the affected industry. As spring moves 
along, Americans are planning to spend more mone) 
in additions and repairs than they did last year 
Data gathered by the Federal Reserve Bank Board 
underscore this. The Bulletin shows 9.6% of the 
consumers surveyed plan to purchase a home this 
year; last year’s figure was 9.4%. The proportion of 
non-veteran prospects is on the upswing. Vets have 
been sustaining the market for several years and 
obviously that couldn’t continue. Average home im- 
provement planned expenditure for 1956 is $380, 
against $330 in 1955. 


ABOLITION of the Federal income tax system, pro- 
posed by the man who until recently ran _ it, 
T. Coleman Andrews, hasn’t moved to the official 
discussion stage. It just hasn’t taken hold. It is, of 
course, too revolutionary for a Congress set on ad- 
journing and getting back to ward-politicking. 
Andrews’ complaints are valid: Taxes are too high, 
discourage initiative and enterprise, are not equally 
distributed. He hasn’t offered a substitute system. 


ARKANSAS is the proving ground for amalgamation 
of AFL and CIO on the second level. It is the first 
state to follow the national offices in combining. 
Now the effort moves down to the local level where 
the inter-union rivalries are greater. Why Arkansas 
was selected for the trial seems clear: A small, little- 
industrialized state in which labor backed the losing 
Senatorial candidate last time and needs political 
“guidance,” and where lack of high-wage-scale indus- 
try accounted for loss of 170,000 population last year. 
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Overconfidence may yet be the undoing of the 
Republican party, now on the threshold of what eppears to 
be assured voter indorsement, aided by a Democratic party 
fight. And the elements of reversal are not far below 
the surface! The results of the Illinois popularity 
contest which saw Ike drop from his 55% register of four 
years ago, combined with other primary harpenings, have 
served warnins. ‘ihe GOP has been bemusing itself in 
the generally accepted view that votes for Stevenson and 
Kefauver amount to waste motion on the theory that neither 
is likely to te his party's nominee. What the Republican 
bigwigs obviously fail to recognize is that when politi- 
cal improbables such as these are winning indorsement, 
it could be more a vote against the Republicans. 

















There is no one on the horizon at this moment 
who appears to be a serious barrier to an Eisenhower vic~ 
tory. But there wasn't a Willkie on the political scene 
until 10 days before the 1940 Philadelphia convention. And if his popular vote had 
becn better distributed, he would have defeated the champion of them all, in FDR's 
heyday of popularity. Ike has put his party on notice that a health setback, not 
necessarily one of the serious proportions experienced at Denver, will put him out of 
the running. The party has so completely put its eggs in a single basket that such a 
happening could be fatally demoralizing to the victory drive. 




















The confidence that saturates the Republican leaders needs toning down to 
practicalities. And that should begin at the very top. With all due respect for 
General Eisenhower's health, there was unfortunate contrast between the statement that 
the President views the Middle East crisis with the "utmost seriousness" and his 
departure on a golfing vacation. He didn't tarry long enough after his conference to 
issue his ominous words: They came from Secretary James Hagerty. It cannot be disputed 
that the President keeps in touch with Washington during his frequent absences. Yet 
the Middle East crisis didn't come overnight. It was foreseen and the excuse that the 
golfing date was made some time ago has a hollow ring. A matter of appearances is in- 
volved. It will be difficult to induce others to take our concerns seriously if we do 
not appear to treat them seriously ourselves. 


























And while the President, because of illness or desire, has been absenting 














has been traipsing about a worsening globe. His brink-of-war observation is proving 
more fitting as time goes on. Whether his presence in foreign lands prevents things 
from getting worse may be debatable; but it is certain that there are no evidences that 
his visits brightened the outlook. Dulles is the First Secretary of the United States 
although the term isn't commonly used. Ané he's the most traveled First Secretary in 
the World. While others remain home and attend to the grave duties of State, he has 
been away, leaving matters to inexperiencec Herbert Hoover Jr., Under Secretary. 
Hoover's performances have left much to be cesired. In one appearance before a Con- 
gressional committee, he frankly admitted he should have studied his field more. And the 
Congressmen agreed! 























The vote of the farm states which was thought safely within grasp, no longer 
is. Primary results show a continuing trend toward the Democrats. There is a hard 
core of voting strength there which would be comfortable to have in any party bag. 

The Republicans need it more than the Democrats do, but it would be a misguided party 
seer who would count that ballot won as of today. The gas veto has removed hope of GOP 
victory in the normally Democratic Southwest, which had been tilting toward Eisenhower. 














The southern tier of states is boiling, politically. It hardly ever is other- 
wise. The Democratic Presidential nominee is not likely to come from that area and the 
Republican choice certainly will not. So the South has no stake in a Presidential 
nomination. Its big prize is continued control of Congress. The Southerners have that 
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control now through party seniority and committee places which depend on continued 
numerical domination of the two Houses. Is it reasonable to suppose that the South will 
vote itself out of this control for the sake of "punishing" another segment of its own 
party? In the process of saving what they have, the voters from below the Mason-Dixon 
Line ought to be counted for the Democratic ticket. 








While nothing is a sure thing in politics, experience shows that a candidate 
usually does well in his own state and adjoining areas. For example, based on his 
primary showing and other considerations, Stevenson has a better than even chance of 
taking Illinois; Harriman has a better than even chance of taking New York State. 
Whether a Republican nominee can lose such blocs of electoral votes, withstand the ire 
of farm state voters, fail to benefit from Democrat defections in the South and 
Southwest, the continuing and well-financed assault of organized labor, and local set- 
backs such as the likelihood that Lausche will defeat Bender in Ohio and probably carry 
the state for the Democrats, raises questions. The outlook simply does not justify 
the degree of optimism found among the Republicans. And if that optimism accentuates 
the trend toward apathy, Ike could be defeated. To win, the Republicans must make a 
campaign of it. They aren't showing any signs yet. The odds against the Democrats 
lengthen by the likelihood that they cannot hope for all the "breaks" heretofore ad- 
verted to, plus the fact that they don't have a candidate in sight! 












































The "health issue" seems to be vanishing from the political picture. The 
Republican high command considered using the same thing against Roosevelt in 1944, tried 
it out in a sampling way, and decided it was too dangerous. The Democrats appear to 
have had the same experience. Now they are in the market for something new. Recent 
data from the Bureau of Labor Statistics didn't help. In the overall, there were more 
persons employed, and fewer unemployed; Social Security reports reflected a drop in 
the number seeking jobless compensation. 


























An examination of the Labor Department report, they say, shows the job situa- 
tion about keeping step with population increase and new arrivals on the job market 
through school graduations and other reasons. But, they add, the distribution pattern 
still remains bad; areas which have pools of job-seekers find their numbers growing. 
Much will be heard in the next few months, of "under-employment." The theory that 
Spawns the expression is that the number of persons having jobs is a statistic which 
lacks full meaning. 























Where there are short work-weeks, or where loss of overtime and other premium 
pay cuts into the pay envelope, the individual is considered to be under-employed and 
the spread between living in the accustomed manner, and subsisting, is shortened. 
Organized labor has come to regard the per-hour and standard work-week fixed in his bar- 
gaining contract as only the starting point. They pay the heavy freight and the comfort 
comes out of the "benefits." And it is much easier to explain this issue to a union- 
hall political rally than it is to translate the Gaza Strip into Democratic votes. 




















The Democratic-controlled House Government Operations Committee has gotten in 
licks two ways. By blasting the Interior Department on power matters, the Congressmen 
have pumped new life into the public vs. private power issue; and they have strength- 
ened the hand of Senator Wayne Morse in his re-election fight against former Interior 
Secretary Douglas McKay. The House Committee's new attack is on McKay and his aides, 
charging them with "policies and practices designed to subvert the Federal laws" in the 
management of Uncle Sam's power business. Chief target is a set of regulations govern- 
ing electric power line rights-of-way across public lands. It's charged that the new 
regulations weaken the Government's bargaining power for making power-transmission 
contracts with utility companies in exchange for using those rights. 





























The committee says the regulations were drawn by a private power company 
lobbyist and swallowed whole by the Department of Interior. The report names a Mr. 
Kruse, identified as lobbyist for the Pacific Gas & Electric Co. All but one of 13 
changes in departmental regulations sponsored by the utility lobbyist (the committee 
description) were adopted by Interior officials. 
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IN TRANSITION 


rn Realistic evaluation of economic-financial-political developments 


in individual countries... 





EUROPE 


' rS unprecendented busi- 
ness boom of 1955 rolled along 
at full speed throughout the first 
quarter of 1956 without any sign 
of its early demise. For the U.S. 
business community this is of di- 
rect significance. Last year’s 
$1.5 billion rise in our non-military 
exports was mainly the result of 

lee ss the 40% increase in Europe’s 
> purchases from the dollar zone. While a further 
rise of this magnitude is very unlikely, U.S. ship- 
1€ ments to Europe will continue at their present 
= high level as long as the boom creates shortages 
and, even more important, as long as U.S. Gov- 
ernment expenditures in Europe provide nearly 
half the dollars needed to finance them. Last year, 
Europe’s total defense-related receipts from the 
U.S. amounted to about $2.9 billion. Our member- 
ship in the North Atlantic Treaty Organization 
(NATO) assures Europe a continued flow of such 
dollar funds but between now and 1958 there will 
be an annual drop of $400 million to $500 million 
in these expenditures. Unless Europe can increase 
its sales to America by a like amount to make up 





T APRIL 28, 1956 





and their bearing on the U.S.A. 


by JOHN H. LIND 


for this loss, it may have to curtail its dollar pur- 
chases. 
4 * * * *& 


Despite last year’s increase, Europe is still far 
from saturated with U.S. goods. In fact, dollar 
imports now are only back at the level of 1938. 
However, Europe is a very difficult market for 
finished goods from the dollar area. Most of the 
import increases of last year and early 1956 were 
due to higher needs for raw materials and agricul- 
tural and industrial commodities. Coal, steel. svn- 
thetic rubber and wheat—these were the big items 
which Europe bought from us. But few Ameri- 
can products succeeded in making serious inroads 
into markets supplied by available European pro- 
ducts, despite last year’s liberalization of import 
quotas on dollar goods. Most commodities supplied 
by the U.S. will continue to be in demand in Eu- 
rope for some time. Coal, in fact, is assured of 
an ever-growing market for years to come in view 
of the rising gap between European fuel demand 
and supply. Wheat shipments might also be higher 
than last year due to the destruction of Europe’s 
winter crop by the recent heavy frost which af- 
fected particularly France, normally a heavy wheat 
exporter. 





To a large extent the continued economic pros- 
perity of Europe will depend on the economic be- 
havior of its two major trading countries, Britain 
and Germany. 








Last year, Britain was the only 
important European country to 
show serious balance-of-payments 
difficulties. Since then a number 
: of fiscal and credit measures have 
been taken to curb the growth of 
domestic investment and _ con- 
sumer spending. Both these forces, 
but especially investments, had 
caused Britain’s imports to rise by 
15% in 1955. At the same time 
they channeled potential exports 
into the home market. As a result 
Britain showed a current account deficit of $288 mil- 
lion, compared with a surplus of $574 million for the 
year before. At the same time, gold and dollar 
reserves of the entire sterling area, for which 
Britain acts as the official banker, dropped by 
25%. 


£) 





However, during the first quarter of 1956 gold 
and dollar reserves climbed again by $157 million 
while exports rose more than twice as fast as im- 
ports. The main reason for this reversal is the drop 
in consumer spending, due to the new restrictions 
on installment buying. Investment spending also is 
being curbed but the results won’t show up until 
some time later due to the many projects already 
under way. Britain’s immediate economic future 
—and probably also the life of the Eden government 
—now hinges largely on the question of exports. 
As domestic demand drops the slack must be taken 
up by additional exports. Some industries, notably 
machinery, shipbuilding and trucks, have been 
able to make this switch but in others, like passenger 
cars, electric appliances, bicycles and textiles, both 
domestic sales and exports have fallen off and lay- 
offs have begun. In summary, Britain’s attempt to 
balance its economy is beginning to show tangible 
results, but the critical period has not yet passed. 


* * * * kK * 








Germany’s economic situation is 
almost the reverse of Great 
Britain’s. Throughout last year 
Germany managed to increase its 
gold and dollar reserves, which 
are now larger than those of the 
entire sterling area and make the 
West German mark Europe’s only 
100% gold-backed currency. As in 
England, imports increased faster 
than exports, but Germany managed to retain a fav- 
orable trade balance while the higher imports pre- 
vented the occurrence of shortages and price in- 
creases. The first two months of 1956 were even 
more favorable with exports 13.6% and imports 
only 12.5% above the same period of last year. 

These developments have now induced the auth- 
orities to consider a scrapping of the major foreign 
exchange controls in existence since 1931. This 
step which would bring about de-facto currency 
convertibility for German residents may take place 
in the next few weeks. It would have two main fea- 
tures: (1) businessmen would be permitted to keep 
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and/or invest their export proceeds abroad for an 
unlimited period without special permission; (2) 
all German residents would be permitted, on ap- 
plication, to buy shares and securities abroad (in- 
cluding dollar securities) although probably not to 
an unlimited amount. One of the principal reasons 
for the contemplated move would be the creation of 
a long-term source of foreign exchange income in 
the form of dividends and interest accruals. An- 
other more temporary reason would be to keep some 
exporters’ incomes abroad as an anti-inflationary 
device. 


Another measure about to take place which testi- 
fies to the strength of the German economy is a 
further liberalization of imports from dollar coun- 
tries. It will affect several hundred items and will 
undoubtedly cause a further rise in U.S. imports to 
Germany. The most important item to be freed is 
U.S. eval. On the basis of preliminary estimates, 
trans-Atlantic coal imports will be at least 50° 
above last year’s 7 million tons. A final item illus- 
trating the divergent trends in Germany and 
Britain is the German government’s proposed 10°: 
tax reduction. 


In assaying Germany’s economic fortune, it must 
be kept in mind that while England is shouldering 
a heavy defense budget Germany’s much smaller 
contribution to the upkeep of Allied soldiers sta- 
tioned in Germany will come to an end in May. If 
no new arrangements are made, Germany will then 
have practically no defense expenditures since its 
own renascent army so far exists only on paper 
and is not likely to be ready for large-scale equip- 
ping until 1957. In the meantime, the personal ex- 
penditures of U.S. soldiers in Germany are increas- 
ing the country’s foreign exchange earnings by some 
$200 million a year. 


LATIN AMERICA 







The U.S. Government’s recent 
decision to sell its huge cotton sur- 
yg plus abroad at competitive world 
prices—which are below domestic 
support prices—has been very un- 
Ma favorably received throughout 
SZ IN Latin America. Not only the re- 
— gion’s major cotton countries— 
eet —— Peru, Mexico, Paraguay, Brazil, 
\ Nicaragua and El Salvador—but 
even such non-cotton countries as Uruguay have 
protested the action as a matter of principle. The 
effect of our surplus disposal policy on the economy 
of Latin America will certainly form a main topic 
at the next meeting of the Inter-American Economic 
and Social Council. Cotton has been selling in a de- 
pressed world market for some time already but 
Latin cotton producers feel that the latest U.S. ac- 
tion has destroyed any chances for an early re- 
covery. The sharpest protest, so far, came from Peru 
which derives about 60% of its foreign exchange 
income from cotton exports. Besides a diplomatic 
protest by the Peruvian ambassador most Peruvian 
newspaper criticized our decision as an “unfriendly” 
act. Peru was particularly incensed at a recent 
cotton surplus sale to Chile, one of its biggest cus- 
tomers. 
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In the view of some Latin American leaders, 
uotably Uruguay’s former chief executive Battle 
Berres, our surplus policy might help the Soviet 
bloc to gain a foothold in Latin America. A recent 
suggestion by Czechoslovakia to negotiate price 
stabilization deals with underdeveloped countries, 
though pure propaganda, is now falling on much 
more attentive ears. Also, many Latin countries 
are evidencing increased interest in selling their 
surplus goods to the Soviet bloc. In Brazil, Presi- 
dent Kubitscheck has called trade with Russia 
“probable,” while a Polish trade mission has of- 
fered to buy coffee, cocoa and minerals in exchange 
for heavy machinery and oil equipment. Since Bra- 
zi! has a surplus of the commodities Poland wants 
and a desperate need of machinery and equipment, 
it would greatly benefit from such a deal, provided 
Poland could deliver the goods. Chile already has 
sisned a series of compensation agreements with 
Soviet satellites, all calling for nitrate exports vs. 
machinery imports. Argentina is continuing to ex- 
pand its trade agreement with U.S.S.R., originated 
by ex-dictator Peron. It has also switched most of 
its coal purchases from Britain to Poland and has 
just accepted delivery of 60 twin-engine planes from 
Czechoslovakia. Meanwhile, Soviet trade missions 
are negotiating in Mexico and Uruguay. 


Altogether, there are now some 20 trade agree- 
ments in force between Latin America and the 
Soviet bloc. They call for an exchange of $500 
million worth of goods each year. In the past the 
Soviet bloc has proved itself unable to fulfill its 
part of the bargain and in 1954 actual trade 
amounted to only $200 million. Compared to the 
$6.6 billion merchandise transactions with the U.S., 
this is an insignificant sum, but Communist trade 
infiltration of Latin America has now become of- 
ficial Soviet policy. At the same time, Latin 
America’s resistance to trade with the Communist 
world is rapidly waning. 


ee e@e@ 0 6 


One of the main difficulties of 
doing business with Central 
America has always been the fact 
that the area contains six separate 
- tiny republics, the largest of which 
A? (Guatemala) has a population of 
\ 3.2 million and. the’ smallest 

<4 (Costa Rica) 900,000. This atomi- 
-—=_ zation into six separate economic 
units, each with its own tariff 
and exchange regulations has been a serious draw- 
back for both the local importers and foreign ship- 
pers. It also is a major factor in the very low living 
standard of the region’s 10 million people. 


Lately, however, the idea of economic integration 
of five of the six republics (Panama has not yet ex- 
pressed its interest) is rapidly gaining momentum. 
At a meeting held late in January among the five 
countries’ ministers of economy, under the auspices 
of the recently formed Organization of Central 
American States, it was decided to draft a multilat- 
eral free trade agreement for the entire region 
preparatory to a full customs union. The ministers 
also proposed establishment of a Central American 
Commission for Industrial Development which 
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would examine the possibility of economic integra- 
tion of industries of common interest to all five 
countries. Fertilizers, insecticides, metal piping, 
merchant shipping, road transport and petroleum 
were some of the items mentioned as falling under 
this category. The United Nation Economic Com- 
mission for Latin America also is advocating closer 
economic cooperation among the nations of Central 
America. Its Committee on Central American 
Economic Cooperation met recently in Nicaragua. 
The main theme of the meeting was a regional com- 
mon market. 


The proposed amalgamation of these five coun- 
tries would be an important step not only from the 
point of view of foreign trade and economic develop- 
ment, but it might also eliminate the recurring po- 
litical frictions between these countries which in 
the past have tended to undermine the security of 
the area and have often driven it to the brink of a 
local war. 


kx * * * 









ae So far Brazil’s new President, 
Jascelino Kubitscheck, has only 
partly borne out the old adage that 
new brooms sweep clean. Perhaps 
this is not the fault of the new 
Sea President who faced a truly stag- 
gering list of seemingly insoluble 

A problems when he took office last 
January. His biggest achievement, 
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up to now, has been a $35 million 





U.S. Export-Import Bank loan to expand the ca- 
pacity of the Government’s Volta Redonda steel 
plant to a million tons per year and a $20 million 
loan, to which U.S. industrialists will add $5 mil- 
lion, to finance the building of the Santos-Jundiai 
railway. He is now trying to swing another foreign 
loan to consolidate some of Brazil’s many previous 
loans. This is of paramount importance since the 
country’s outstanding short and medium-term 
foreign debt amounts to a staggering $1.5 billion 
of which 71% comes due before 1960. In fact, 
foreign debt repayments and interests are one of 
the largest items in Brazil’s foreign exchange bud- 
get. The balance is taken up mostly by imports of 
such absolute necessities as oil, wheat and news- 
print, so that almost nothing is left for imports of 
less essential goods or for the machinery and equip- 
ment needed to continue the country’s industrial 
development. 


Kubitscheck’s main hope to overcome this im- 
passe lies in private foreign investments. To this 
effect he went to the U.S. and Europe even before 
his inauguration last January. It is, of course, too 
early to judge whether his mission was successful 
but interest in Brazilian investment has certainly 
increased sharply within the last couple of months. 
At the top of the list of potential investor countries 
is Germany, whose Krupp and Mannesmann com- 
bines have already finalized plans for large-scale 
investments in locomotive {and heavy-equipment 
manufacturing, of which Krupp’s plan alone calls 
for outlays of $25 million over the next five years. 
The French Schneider-Creusot group also has sub- 
mitted concrete ideas for the establishment of. en- 
gineering product (Please turn to page 198) 
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IMPACT 
f 


O 
MONEY RATES 


on 
SECURITY 
PRICES 


By L. A. LUKENS 


~ 

Fx trend toward higher money rates hes 
been causing a downward movement in prices of all 
fixed-income securities since the latter half of 1954. 
During the same period common stocks have pushed 
on to all-time highs, aided by a boom in industry, by 
heavy buying of equities, by pension trusts and other 
institutions and by prospects of further growth in 
production, sales and earnings of leading corpora- 
tions during the next decade. 

How much longer can common stocks continue to 
ignore the trend toward tighter money and higher 
interest rates? In the past, a severe decline in bond 
prices usually has been a forerunner of a sharp drop 
in common stocks. But the timing of the decline has 
never been easy to predict. Sometimes, stocks have 
gone down within six months after the first tight- 
ening of money. On the other hand, stocks have 
occasionally paid little or no attention to the decline 
in bonds until after it was underway for as much 
as two years. 


Stocks In An Election Year 


It is clear that new forces have been buoying 
stocks, at a time when they should be getting moré 
vulnerable to the trend towards dearer money. This 
is an election year, and it is not likely that the 
Administration and the Federal Reserve would want 
to precipitate a collapse in stock prices, or a shar] 
decline in business, by making loans too expensive 
or too hard to get. Entirely aside from any politica 
factors, the Government is charged, under the Ful 
Employment Act, with the responsibility of keeping 
business sound and productive, so that there will be 
enough jobs for nearly everyone who wants one 
That in itself tends to create an inflationary bias 
along with liberal extension of credit. 

Hence, for the near term, it does not appear that 
the trend towards higher money rates will be more 
than a potential threat to current stock values, al- 
though it mav continue to depress prices of Govern- 
ment bonds, tax exempt issues, corporate bonds and 
preferred stocks. 

For while money has been getting dearer, the 
Federal Reserve has not been making loans so hard 
to get that business has been forced to curtail its 
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ings and through the action of banks in selling 


Government securities, thus releasing money for 
lending. The banks have had to sell their Govern- 
ment bonds at a loss, but their capital losses are 
being more than offset by the profits realized on 
loans to business, through higher interest rates. In 
this way, banks have been able to improve their 
(Please turn to page 192) 
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Changing Yields On Selected Bonds 

Current 

Yield Yield 

1956 at at 

High High Recent Recent 

Price Price Price Price 

American Tobacco 3s ‘69 100% 2.09% 978 3.08 
Atchison Top.&S.F. 4s ‘95 118% 3.38 113 3.54 
Bethlehem Steel 3%s ‘80 129 2.52 123’ 2.63 
Cities Service deb. 3s ‘77 98 3.06 9442 3.17 
Detroit Edison 3%s ‘69 14158 2.22 137% 2.36 
Dow Chemical 3s ‘82 154 1.94 14734 = 2.03 
Goodrich (B. F.) Ist... 234s ‘65 100 2.75 97 2.83 
Grace (W. R.) & Co. 3¥s ‘75 111% 3.13 106 3.30 
Lockheed Aircraft ...334s ‘80 112 3.34 107 3.50 
Mo. Kans.-Texas Ist 4s ‘90 94% 4.24 89 4.49 
Socony Mobil Oil 2’2s ‘76 9344 2.67 89's 2.80 
Southern Calif. Edison 3s ‘65 101% 2.96 972 3.07 











investment programs. Nor has Government policy 
compelled manufacturers to curtail their accumula- 
tion of inventories. In the field of mortgage money, 
terms were actually eased a couple of months ago 
when it appeared that home construction was slow- 
ing down. This was done by again making 30-year 
loans available to veterans who were seeking to buy 
homes, whereas a 25-year maximum term had been 
imposed last year to curb home construction. 

Even in the field of automobile instalment loans, 
tighter credit policies have not prevented auto 
dealers from building up the biggest inventories in 
the history of the industry during the first quarter 
of this year. Unless the Government had permitted 
this extension of credit, the auto industry would 
have been forced to curtail its output even more 
drastically than it has already done. Warnings from 
Harlow H. Curtice, president of General Motors, 
and from other business leaders about the “danger 
of tightening credit too much,” apparently have 
served to make financing available to auto dealers 
in the desired amount. A few sales may have been 
lost here and there, owing to higher interest charges, 
but it cannot be said that the dip in auto sales in 
1956 has come from this source. That decline can be 
attributed almost entirely to the overproduction 
of 1955. 


The Restrained ‘’Squeeze”’ 


The present money “squeeze” is being adminis- 
tered with considerable restraint. The boost of April 
12 in rediscount rates—the fifth since early last year 
—is primarily aimed at curbing a new wage-price 
inflationary spiral which appears to be getting un- 
derway. Then, too, borrowings have shown a big 
increase during the last year, and the Reserve would 
apparently like to see business loans paid off that 
were contracted in connection with recent tax pay- 
ments. The repayments have been slow, and there 
has been a suspicion that tax loan funds have been 
translated into inventories. 

The important thing is that the supply of money 
is not being reduced but instead new loans are being 
made a little harder and more expensive to get. 

Additional funds have become available to banks 
for loans to corporations, through depositors’ sav- 
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earnings. 
Changing Yields On Preferred Stocks 
Increase 

High % Yield In Yield 

Price atHigh Recent Current From 
PREFERRED STOCKS Rate 1955-56 Price Price Yield High 
Air Reduction $4.50 166 2.7% 162 28% 1% | 
Allis-Chalmers 4.08 13434 3.0 WS 3.5 S 
American Can 1.75 47 3.7 43 4.0 3 
Amer. Radiator & §. S. 7.00 17912 3.8 168 4.1 3 
American Smelt. & Ref. 7.00 174 4.0 159 4.4 4 
American Sugar 7.00 14734 4.7 140 5.0 3 
Armstrong Cork 3.75 102'2 3.46 96 39 3 
Atchison, Top. & St. Fe. 2.50 62 4.0 58 43 3 
Atlantic Refining 3.75 101% 3.7 96 3.9 2 
Bethlehem Steel 7.00 172'2 4.0 159 4.4 4 
Burlington Industries 4.00 92'2 4.3 75 5.3 1.0 
Case (J. 1.) Co. 7.00 12734 5.4 106 6.6 '2 
Caterpillar Tractor 4.20 105'2 4.0 102 4.1 J 
Celanese Corp. of Amer. 7.00 130 5.3 7 689 6 
Chicago Pneu. Tool 3.00 170 1.7 170 1.7 
Cluett Peabody 7.00 148% 4.7 131 5.3 6 
Corn Products Ref. 7.00 183'2 3.8 172 4.0 2 
Du Pont 4.50 121'2 3.7 117, 3.8 J 
Eastman Kodak 6.00 175 3.4 164 3.6 2 
Endicott Johnson 4.00 100 4.0 96 4.1 J 
Flintkote Co. 4.00 106 37 102 39 2 | 
General Cigar 7.00 140 5.0 132 5.3 3 
General Motors 3.75 109 3.4 97 3.8 4 
Gulf States Utilities 440 108 4.0 102 4.3 3 } 
Heyden Chemical 4.37'2 99 4.4 93 47 3 | 
International Harvester 7.00 175'4 4.0 166 4.2 2 
International Nickel 7.00 141 49 131 5.3 4 | 
Jones & Laughlin 5.00 1074 46 103 48 2 
Lees (James) & Sons 3.85 98'2 3.9 91 42 3 | 
Liggett & Myers 7.00 163'%2 4.2 160 4.3 J 
Macy (R. H.) & Co. 4.25 95 4.4 90 4.7 3 
Midland Steel Products. 8.00 146'2 5.4 139 5.7 | 
Minneapolis Honey. Reg. 3.30 120 2.7 115 2.8 Al 
Mi polis-Moli Co. 5.50 93'2 5.8 79 69 1.1 
National Lead 7.00 183 3.8 170 4.1 3 
N. Y., N. Haven & Hart. 5.00 71354 7.0 48 104 3.4 
Niagara Mohawk Pr. 3.40 852 4.0 79 43 3 
Northern States Power 3.60 9212 3.9 86 4.1 2 
Olin Mathieson Chem. 4.25 135 3.1 124 3.4 3 
Oliver Corp. 4.50 112% 4.0 91 49 9 
Pet Milk 4.50 106'2 4.2 101 (4.4 2 
Phila. Electric 4.68 111 4.2 107 4.3 eS 
Pub. Serv. Elec. & Gas 1.40 33% 4.2 30 4.6 4 
Reynolds Tobacco 3.60 91 3.9 85 4.2 3 
St. Lovis-San Francisco 5.00 912 5.4 85 58 4 
Thompson Products 4.00 105'2 3.7 102 3.9 2 
Truax-Traer Coal Co. 2.80 63 4.4 53 $2 8 
U. S. Rubber 8.00 172% 4.46 162 4.9 3 
U. S. Steel 7.00 169 4.1 135 45 4 
Worthington Corp. 4.50 100% 4.4 95 47 3 
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Evaluating... 


1956 Prospects for 
The Drug Companies 


By H. F. TRAVIS 


| growth experienced by the phar- 
maceutical industry in the last decade has astonished 
many observers. No alert investor need have been 
surprised at the impressive gains recorded by lead- 
ing drug manufacturers. Fundamental conditions 
provided a stimulating environment. 

First, urgent need for powerful restoratives dur- 
ing World War II afforded an unusual opportunity 
for exploitation of “wonder drugs” developed just 
prior to the outbreak of hostilities. Wartime discov- 
eries gave impetus to chemical research after the 
fighting ceased. Then came one remarkable develop- 
ment after another. 

With wartime accomplishments as a background 
the leading pharmaceutical companies set forth to 
meet the challenge to cure mankind’s ills. Here 
again, economic conditions helped immeasurably. 
Rising national income based on expanding indus- 
trial production sparked increased demand for 
medicinal products. Hospitalization plans providing 
compensation for most hospital bills opened a large 
market for drug products, while a high consumer 
purchasing power spurred demand for proprietary 
drugs and household remedies. In addition, the 
spread of retirement programs provided many more 
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families with availal-le 
funds for keeping well. 
Rapid growth in tue 
number of persons over 
65 years of age induced 
drug concerns to 
velop remedies especi- 
ally adapted for elder'y 
people. 
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The Importance of 
Research 


Tremendous emphza- 
sis on research, how- 
ever, stands out as the 
greatest impetus to the 
industry’s vigorous 
strides in recent years. 
Rewards for effective 
discoveries have been 
so large that the incen- 
tive in research laboratories has proved undeniable. 
Numerous popular antibiotics have been introduced 
to the public since the war. Profit margins have 
been unusually large in early phases of marketing 
programs until competition forced down prices. De- 
velopment of successful polio vaccines has encour- 
aged the medical world to hope for real progress 
in stamping out infantile paralysis. Remarkable 
results are reported to have been achieved in treat- 
ment of mental ills with recently introduced drugs 

So much has been accomplished in the fight 
against disease, many folks may wonder whether 
growth potentialities in the drug industry are as 
promising as could be desired. Many fields remai1 
available for intensive research. Only moderate 
gains have been achieved, for example, in curbing 
‘ancer despite the fact that millions of dollars have 
been devoted to medical studies. Much still remains 
to be done in overcoming heart trouble and mental! 
disorders. Encouraging progress has been recorded 
in retarding the spread of arthritis and other ail 
ments usually afflicting the aged. 

Records indicate that the number: of persons sur- 
viving after the age of 65 is growing at least as 
much as double that of the population of the entire 
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country. The number of men and women reaching 
the age of 45 is growing even faster, it appears, sug- 
gesting that the portion of the country’s population 
over 65 may range between 20 million and 25 
million within another two decades. Such a high 
total well could approximate 10% of the nation’s 
citizens by 1975. It is little wonder then that phar- 
maceutical companies are devoting considerable 
attention to development of products for the so- 
called geriatrics market. 

Research in this category concentrates on reme- 
dies for treatment of ills about which old folks 
frequently complain, such as kidney trouble, rheu- 
matism, arthritis, heart disease and mental prob- 
lems. The fact that many industrial organizations 
actively encourage employes to take advantage of 
retirement plans as they reach ages when annuities 
are made available, makes it evident that the mar- 
ket for drug products is going to experience steady 
expansion. 


New Products Developed 
[he spectacular success experienced by Schering 


Corp. since its development of a treatment for 
arthritis has been widely discussed. Sales have 


climbed steadily in the last year, accounting for an 
outstanding improvement in earnings. Although 
competition has manifested itself, demand for 
Meticorten and Meticortelone promises to sustain 
Schering’s sales well into the future. Vick Chemical, 
Smith, French & Kline and American Home Pro- 
ducts have introduced drugs for treatment of mental 
disorders. A Vick subsidiary produces Meratran 
and Frenquel used for emotional disturbances and 
other mental cases. 

A new drug developed by American Home Pro- 
ducts called Promazine is being tested as a treat- 
ment for some forms of mental disturbances. The 
drug is recommended as a supplement to the com- 
pany’s tranquilizing agent marketed under the name 
of Equanil. The latter is prescribed for mild cases 
of emotional upsets. 

Parke, Davis & Co., G. D. Searle, Merck & Co., 
and Norwich Pharmacal have put on the market 
several products developed through laboratory re- 
search especially for elderly persons. Parke-Davis 
recently offered a vitamin compound known as 
Geriplex aimed primarily at the growing market 
discussed here. Searle’s best known product in this 
category is called Mictine, recommended as a treat- 
ment for problems of fluid retention frequently 

















Earnings Per Share 


1953 1954 1955 
Abbott Laboratories $2.35 $2.21 $2.48 
American Home Products 3.39 4.21 5.35 
Bristol Myers 1.44 2.12 2.98 
Chemway Corp.* .06 Ww 05 
Lehn & Fink 3.04 2.71 51 
McKesson & Robbins 2.82 3.97 4.50! 
Mead Johnson & Co. 1.29 1.59 1.94 
Merck & Co. .96 1.09 1.40 
Norwich Pharmacal Co. 1.62 2.27 3.01 
Parke, Davis & Co. 1.91 2.14 2.92 
Pfizer (Chas.) & Co. 2.74 2.95 2.94 
Plough, Inc 1.31 1.41 1.62 
Rexall Drug 90 .93 1.19 
Schering Corp. 91 89 4.71 
Sterling Drug 2.91 3.32 3.98 
Vick Chemical 3.18 4.21 4.36 
Warner-Lambert Pharm. Co. 2.92 3.46 


*—Formerly Zonite Prod. Co. 


Abbott Laboratories: Aggressive distribution in foreign markets promises 
to bolster volume. Research activities should speed development of new 
products and contribute to uptrend in earnings. (B2) 

American Home Products: Continued emphasis on ethical drugs and vig 
erous promotion of proprietary products point to steady growth in sales 
and earnings. Consideration of a stock split indicated. (B2) 
Bristol-Myers: Agreement ending litigation over patent infringement in 
production of tetracycline expected to strengthen competitive position. Pro 
gress in research a major favorable development. (C) 

Chemway Corp. (Formerly Zonite Products): Although operations have 
proved disappointing for some years, new management has shown in 
dications of bringing a resurgence in sales and earnings. (C) 

Lehn & Fink Products: More intensive promotion efforts have contributed 
to rise in sale of cosmetics and toiletries. Increase in advertising ex 
penditures appeared to have depressed margins for time. (C 

McKesson & Robbins: Strong uptrend in population, affording broader 
market for drug items, promises to spur sales of this leading national 
wholesaler. Further improvement in earnings indicated. (C) 

Mead Johnson & Co.: Emphasis on food specialties for babies and elderly 
persons points to steady growth. Economies in distribution and develop 
ment of new geriatric products stimulate growth. (B2) 

Merck & Co.: Increasing popularity of antibiotics and new ethical reme- 
dies should spur sales. Better profit margins anticipated from pharma- 
ceutical specialties. Higher dividend seen possible. (B2) 


RATINGS: (A)—High-grade investment quality. 
| 1—Above average appreciation potential at current market 
| levels. 


Statistical Data on Leading Drug Companies 


;—Based on 1955 dividend. 


(B)—Good Grade. 
2—Retain for long-term investment. 
*—Most attractive of group at current market price. 


Dividends Per Share Recent Div Price Range 
1953 1954 1955 Price Yield 1955-1956 
$1.80 $1.85 $1.80 44 4.0% 48%2- 377 
2.30 3.00 3.30 WW 2.9 115- 65 
1.00 1.00 1.50 35 42 37%2- 28'4 
10 10 10 9 1.1 10%4- 65% 
1.25 1.25 1.00 18 5.5 22 - 16 
2.50 2.50 2.50 48 5.2 487s- 40 
Bf .80 1.00 26 3.8 29%2- 21%2 
.80 80 .80 27 2.9 3034- 20 
1.00 1.10 1.40 57 2.4 60'2- 3158 
1.60 1.40 1.40 55 2.5 55'2- 34! 
1.25 1.35 1.55 42 3.6 50 - 36's 
.60 .60 75 29 2.5 2934- 16% 
.20 .20 .50 9 5.5 WOM. 72 i 
.50 .50 75 56 1.3 59 - 22 
2.00 2.25 2.70 57 47 5934- 42\% 
1.20 1.35- 1.50- 51 2.9 65 - 47' 
1.60 1.70- 42 4.0 45\s- 30% 
1_Estimated. “—Plus stock. 


Norwich Pharmacal: Despite dependence in large measure on proprietary 

items, company has evidenced distinct progress in ethical items. Several 

new drugs in nitrofuran group reported under test. (C3 

Parke, Davis & Co.: With benefit of another sharp increase in sales of 

Salk vaccine ond expansion in distribution of antibiotics, sales are ex 

pected to set new high this year. Earnings still rising. (B 

Chas. Pfizer & Co.: Despite keen competition in antibiotics, tending to 

limit profit margins, earnings this year are expected to compare favor- 

ably with 1955. Another extra dividend seen. (B2 

Rexall Drug: Difficulty in overcoming handicap of unsatisfactory retail 

operations presents problem. Management striving to concentrate on man 

ufacture of proprietary items. Dividend secure. 

Schering Corp.: Further uptrend in sales of new drugs promises to boost 

earnings sharply. Addition of royalties and foreign income may mean 

higher dividends after consideration of stock split. (B2 

Sterling Drug: Vigorous promotion of proprietary items and aggressive 

sales efforts abroad should support volume. Developments in non-drug 

fields look promising for future. Dividends liberal. (B2 

Vick Chemical: Acquisition of National Drug and promotion of new prod 

ucts should raise earnings again this year and afford hope of a higher 

dividend. Conservative rate aids financial position. (B 

Warner-Lambert Pharmaceutical: Aggressive development of ethical prod- 

ucts is expected to improve profit margins. Growing market for proprie 

tary items should permit sales expansion and better earnings. (B2) 
D)—Unattractive. 
3—Speculative, but improving. 


(C)—Speculative. 
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a 
Comprehensive Statistics Comparing the Position of Lea 
American Mead — 
Figures are in million dollars Abbott Home Bristol Lehn Johnson Merck Norwicl 
except where otherwise stated Laboratories Products Myers & Fink & Co. & Co. Pharmac 
CAPITALIZATION: a 
Long Term Debt (Stated Value) $ 10.5 $ 13.0 $ 8 $ 3.5 S $ 2.0 
Preferred Stocks (Stated Value) $ 10.6 $ 6.0 Ss Ww $ 50.8 
No. of Common Shares Outstanding (000) 3,738 3,840 1,560 389 1,654 9,766 920 
TOTAL CAPITALIZATION $ 35.2 $ 14.3 $ 23.0 $ 27 $ 68 $ 53.1 $ 4.4 
Total Surplus $ 38.4 $ 81.5 $ 31.2 $ 63 $ 17.5 $ 87.0 $ 9.8 
INCOME ACCOUNT: For Fiscal Year Ended 12/31/55 12/31/55 12/31/55 6/30/55 12/31/55 12/31/55 | 49/31, 
Net Sales Ls $234.5 $ 75.7 $ 23.0 $ 37.7 $157.9 $ 24.8 
Deprec., Depletion, Amort., etc. $ 2.0 $ 25 $ 1.8 $ 41 S $ 7.6 $ 4 
Income Taxes $ 9.1 $ 22.6 $ 4.2 $ a $ .3.1 $ 17.8 $ 2.9 
interest Charges, etc. $ 5 $ 4 $ .03 $ B $ 1.0 $ Z| 
Balance for Common $ 9.2 $ 20.5 $ 4.6 $ 2 $ 3.2 $ 13.7 $ 2.7 
Operating Margin 20.8% 18.5% 11.7% 3% 15.4% 19.29 24.5 
Net Profit Margin 10.5% 8.7% 6.4% 8% 8.6% 9.99 WI 
Percent Earned on Invested Capital 13.0% 24.0% 11.8% 2.7% 15.6% 11.29 22.8 
Earned Per Common Share (*) $ 2.48 $ 5.35 $ 2.98 $ 51 $ 1.94 $ 1.40 © 3. 
BALANCE SHEET: Fiscal Year Ended 12/31/55 12/31/55 12/31/55 6/30/55 12/31/55 12/31/55 2/31 
Cash and Marketable Securities $ 24.6 $ 38.6 $ 10.8 $ 3.0 $ 8.1 $ 16.8 6 3. 
Inventories, Net $ 22.3 $ 35.8 $ 10.0 $ 3.8 S 62 $ 34.4 3.1 
Receivables, Net $ 15.6 $ 27.6 $ 5.4 S iy $ 3.9 $ 14.0 & 5.6 
Current Assets $ 62.6 $103.4 $ 26.4 $ 8.6 $ 17.3 $ 65.3 5 12.6 
Current Liabilities $ 24.6 $ 40.1 $ 5.2 S$ 22 $ 5.9 $ 9.6 5 4. 
Working Capital $ 38.0 $ 63.3 $ 21.2 $ 6.4 $ 11.4 $ 55.7 $ 8.1 
Fixed Assets, Net $ 29.6 $ 29.7 $ 23.5 $ 1.6 $ 12.0 $ 58.4 $ 6. 
Total Assets $ 98.3 $145.3 $ 58.1 $ 11.3 $ 30.3 $156.6 $ 19. 
Cash Assets Per Share $ 6.58 $ 10.06 $ 6.95 $ 7.85 $ 4.93 S im $ 3. 
Current Ratio (C. A. to C. L.) 2.5 2.5 5.0 4.4 2.9 6.8 2. 
Inventeries as Percent of Sales 24.3% 15.2% 13.3% 16.5% 14.0% 21.7% 13.! 
Inventories as percent of Current Assets 35.6% 34.7% 38.2% 44.2% 30.6% 52.7% 26.1 
(*)—Data on dividend, current price of stock and yields in supplementary table on preceding page. = 
— 
mentioned among ailments of elderly persons. Laboratories and Cutter Laboratories. Gov 
In the light of prevailing economic conditions, | 4 mer 
Promotion is Aggressive it would seem reasonable to project continuation | ¢, de] 
this year of the rise experienced in 1955 so far as] A cror 
Aggressive promotional activities undoubtedly sales of principal drug companies are concerned. indice 
have accelerated consumption of modern remedial Preliminary figures indicate that major factors adapt 
agents. The public has been educated to patronize in ethical and proprietary groups registered an may | 
the drug chains or the family doctor on the assump-_ increase last year of about 10% over 1954. Pro-| No 
tion that a cure is available for any ill. Through jections suggest that the industry’s volume this year succe: 
prompt and effective action it seems apparent that may approximate $1,750,000,000, indicating the able 
health standards have been raised to unprecedented growing importance of drugs in the economy. drugs 
heights. Hospital records show, for example, that in ch 
tuberculosis and pneumonia have declined remark- Exploiting New Markets for Products place 
ably as causes of fatal illness. So effective have farm 
medicinal remedies been found that these diseases The high rate of research being conducted points 
have dropped in importance well down the scale. to further expansion in the years ahead. Industrial 
Moreover, diarrhea, bronchitis and diphtheria no health programs assure appropriation of larger 
longer are feared as killers, whereas a couple of sums for hospitalization and sickness benefits. As 
generations ago they ranked among the most dread Price reduction on recent discoveries are steadily been 
diseases. broadening the market for antibiotics and other] ouch 
Infantile paralysis now appears to be yielding remedies, thereby tending to enlarge total con- small 
to concentrated efforts of scientists in developing sumer expenditures on medicines. been 
effective remedies. Despite problems encountered Outstanding progress is being made in develop-]| jaye 
a year ago in the introduction of the widely hailed ing products suitable for animals, poultry and whicl 
Salk vaccine, Federal and State health authorities agriculture. As competition intensifies and brings] jen 
have encouraged more intensive use of the drug down antibiotic prices, more and more companies] <mall 
for protection against polio. Major producers have probably will turn to exploitation of the agricul- facili 
expanded their facilities and are prepared to supply tural market—assuming, of course, that farmers fit 1 
increased requirements. Principal suppliers of the show an interest in use of new products designed] jara 
serum include: Eli Lilly & Co., Parke, Davis & to stimulate growth of fruits and vegetables or to tine 
Co., American Home Products, Merck & Co., Allied safeguard the health of meat animals and chickens.] jjes 
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of Leading Drug Companies 
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Parke, Pfizer 
Norwich Davis (Chas.) Schering Sterling 
Pharmacal & Co. & Co. Corp. Drug 
$ 2.0 $ 25.6 
; $ 18.9 
920 4,901 4,959 1,760 3,905 
$ 4.4 $ 14.1 $ 13.9 $ -26 $ 45.1 
$ 9.8 $ 79.7 $ 81.3 $ 20.9 $ 57.0 
12/31/55 12/31/55 12/31/55 12/31/55 12/31/55 
$ 24.8 $123.1 $163.7 $ 45.9 $166.9 
$ 4 $ 2.8 $ 5.4 $ 4 $ 2.2 
$ 2.9 $ 14.4 $ 11.2 $ 10.8 $ 14.8 
$ 43 fete $ 1.3 
$ 2.7 $ 14.3 $ 14.5 $ 8.2 $ 15.5 
24.5% 22.8% 15.7% 39.4% 18.3% 
11.1% 11.6% 9.3% 18.0% 9.4% 
22.8% 15.2% 14.5% 39.2% 20.5% 
€ 3.01 $ 2.92 $ 2.94 $ 4.71 $ 3.98 
2/31/55 12/31/55 12/31/55 12/31/55 12/31/55 
$ 3.3 $ 28.9 $ 17.9 $ 12.9 $ 20.4 
3.2 $ 34.8 $ 49.6 $ 8.9 $ 37.7 
$ 5.6 $ 18.1 $ 29.3 $ 6.6 $ 19.5 
5 12.6 $ 84.0 $ 96.8 $ 28.6 $ 77.7 
5 48 $ 30.4 $ 33.4 $ 14.6 $ 24.4 
5 8.8 $ 53.6 $ 63.4 $ 14.0 $ 53.3 
$ 6.3 $ 37.5 $ 38.1 $ 6.5 $ 33.9 
$ 19.0 $124.2 $140.7 $ 35.8 $131.5 
$ 3.68 $ 5.90 $ 3.61 $ 7.34 $ 5.22 
2.6 2.7 2.9 1.9 3.2 
13.2% 28.3% 30.2% 19.4% 22.7% 


26.0% 41.5% 51.2% 31.2% 48.5% 


One of the interesting de- 
velopments, from a financial 
viewpoint, has been the grow- 


Warner- 





ing emphasis on mergers. 
Vick Lambert Plough, Inc., which had de- 
Chemical Pharm. = pended for volume almost en- 
tirely on proprietary pro- 
$ 8.0 ducts, recently announced 
plans for acquisition of the 
1,497 2,102 Musterole Co. and E. W. 
$ 28 $ 10.3 Rose Co. Miles Laboratories, 
$ 39.3 $ 36.6 widely known for — 
Seltzer and other extensively 
a nyt og advertized remedies, gained 
$ ne $ - control of Takamine Labora- 
$ om $ oe tory. Vick Chemical recently 
: : took over National Drug Co. 
. ae << Earlier Warner-Hudnut and 
‘nani ‘an Lambert Pharmaceutical 
nen mynd combined and the merged con- 
: : cern gained control of Emer- 
repens 187% son Drug to bring about sub- 
. 6m S 30 stantial improvement in oper- 
6/30/55 12/31/55 ating results. 
$ 13.3 $ 14.2 This trend promises to 
$ 16.5 $ 15.5 bring about significant 
$ 5.2 $ 10.5 changes in production and 
$ 35.1 $ 40.2 distribution technics. The dis- 
$ 5.0 $ 17.3 tinction between ethical and 
$ 30.1 $ 22.9 proprietary companies gradu- 
$ 11.2 $ 19.5 ally is disappearing, since 
$ 51.8 $ 65.0 leading makers of standard 
$ 8.92 $ 6.76 home remedies distributed 
7.0 2.3 through pharmacies and re- 
22.8% 17.9% tail chains have been com- 


= 38.5% pelled to broaden their lines 











for servicing physicians in 





order to keep pace with clini- 





Government authorities announced recently that 
Ameriean Cyanamid’s aureomycin had been used 
to delay spoilage in poultry by a process known as 
Acronize. Apparent success attending early test 
indicates that the new process may be widely 
adapted to preserve fish and beef. Other foods also 
may be found safeguarded by antibiotics. 

Norwich and Pfizer have attained considerable 
success in development of medicinal products suit- 
able for agriculture. The former’s nitrofuran 
drugs have been modified for treatment of poultry 
in checking disease. Several products have been 
placed on the market by Pfizer for distribution in 
farm markets. 


Trend Toward Consolidations 


As a result of recent trends in marketing, it has 
been observed that larger concerns have gained 
such tremendous advantages in distribution that 
small manufacturers of individual products have 
been seriously handicapped. As a result, mergers 
have taken place in numerous instances. Concerns 
which had specialized in proprietary products have 
been compelled to develop ethical lines or to acquire 
small companies having laboratories or other 
facilities for expansion in ethicals. As a rule, pro- 
fit margins remain attractive for only a com- 
paratively short time on new drugs, for competi- 
tive research experts quickly evolve similar reme- 
dies with which to enter the market. 
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cal research and to maintain 
national prestige. Competition has become so keen, 
especially through national advertising, that small 
family-owned concerns are being compelled to ne- 
gotiate affiliations with large manufacturers or 
distributors. 


Competition Intensified 


The competitive struggle has become so intense 
that profit margins are being held well below 
levels of five or six years ago. Nevertheless, mar- 
kets have expanded to such an extent that profit 
figures have proved quite satisfactory for major 
concerns. 

In addition, the vigorous growth of population, 
especially in the age limits where drugs are so ex- 
tensively used, points to vigorous expansion of de- 
mand for staples as well as for new drugs just com- 
ing to market as well as those still in the research 
stage. Prospects are sufficiently promising as to 
warrant designation of the drug group—especially 
those companies well advanced in ethicals—as hav- 
ing growth potentials. Despite higher cost antici- 
pated from upward wage adjustments, leading fac- 
tors should be able to report higher earnings in 1956 
than last year. On a projection of increased sales, 
on the order of 10% or more, it would seem reason- 
able to count on better earnings by a comparable 
margin. 

Generalizations are 
dividend possibilities, 


difficult in discussing 
(Please turn to page 194) 
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PART I 


~ 

» quarter reports of corporations that 
have been released so far this year show, with a few 
exceptions, some outstanding gains in both net sales 
and net earnings from showings made in the first 
quarter of 1955. In a number of specific instances, 
increases in sales have been anywhere from 10% to 
30%, while gains in net earnings for a number of 
companies were even higher, running as much as 
32% or more ahead of a year ago. In contrast, how- 
ever, were other corporate reports for the 1956 first 
quarter that showed only slight gains and several 
ran behind, if only slightly, 1955 first quarter sales 
and profits. 

That 1956 first quarter sales volume and net earn- 
ings for most companies were so much ahead of the 
corresponding period of last year has been, to say 
the least, gratifying. Unlike the first quarter of 
1954, business in the 1955 period was on the up- 
grade. By March of that year the Federal Reserve 
Board’s index of manufactures, seasonably adjusted, 
moved up two points to 136, which was nine points 
above the 1954 average and was even with the aver- 
age for all of 1953. This latter figure compares with 
144 for February of this year, this being off by two 
points from 1955 high reached in December, based 
on preliminary estimates. 

This tapering off in the FRB index reflects in part 
cutbacks in car production by the automobile manu- 
facturers in the 1956 first quarter, although this 
was offset by the high production level of the steel 
industry, most of the companies making up this 
group operating at or close to 100 per cent of theo- 
retical capacity throughout the entire first three 
months of the year. Practically all of the steelmakers 
reporting so far reflect this rate of operations by 
revealing earnings materially above those of the 
1955 first quarter. The chemical companies, in gen- 
eral, make up another group that showed substanti- 
ally higher sales and net earnings for the 1956 first 
quarter. Up to now there have been but few paper 
companies that have released reports for the period 
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WHAT FIRST QUARTER 
EARNINGS REVEAL 


By WARD GATES 


but from the meager statistics at hand it is evident 
that the industry’s sales and earnings are in a con- 
tinued uptrend. Other industries in which further 
improvement is indicated in the 1956 first quarter 
are the bituminous coal mining, the coal carriers in 
particular and the railroads in general. As yet none 
of the automobile builders have issued their quar- 
terly statements but these are likely to be off, al- 
though not as much as expected in some quarters, 
from the 1955 corresponding quarter. 

In the accompanying tabulation we list a com- 
paratively small number of companies in various 
industries that have made their first quarter figures 
available up to now. In Part II of “First Quarter 
Earnings Reveal,” to appear in the next issue of 
The Magazine, we will present a more comprehen- 
sive list and an analysis of available reports in 
greater detail. We present herewith brief comment 
on several of the more interesting first quarter re- 
ports that have been released to date. 


REPUBLIC STEEL CORP. Sales and net earn- 
ings reached record high levels in the first quarter 
of the current year. During the three months Repub- 
lic operated at 102.9% of theoretical capacity and 
steel production set a record in the quarter at 
2,626,534 tons, exceeding the 1953 first quarter, the 
previous best three months, when production was 
2,607,075 tons. In line with the high rate of output 
in the three months to last March 31, sales and 
operating revenues increased to $332.6 million 
which were 27 per cent above the like period of last 
year, and net income rose to $25 million, equal to 
$1.62 a share for the common stock as compared 
with 1955 first quarter net profit of $18.1 million or 
$1.19 a share after adjusting to the 2-for-1 stock 
split in May, 1955. With new orders being received 
in good volume to further augment orders already 
on the books, second quarter operations are ex- 
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Quarterly Comparison of Sales and Earnings 
a 1956 2 ccpiiaee octane a 1955 
Ist Quarter 4th Quarter 3rd Quarter 2nd Quarter Ist quarter 
Net Net Net Net Net Net Net Net Net Net 
Sales Per Sales Per Sales Per Sales Per Sales Per 

(Millions) Share (Millions) Share* (Millions) Share (Millions) Share (Millions) Share 

Allegheny tadtem Steel 5 74.7 : $ 123 $ 73.4 $ 1.16 $ 64.9 $1.14 $ 63.1 $1.16 : $ 53.6 $ .69 

Alpha Portland Cement 4.8 30 83 00iOti«éi 7 96 1.02 5.1 34 

paanienntinleen Co. 37.6 74 538.3 1.12 : “40.4 1.11 37.8 - 91 28.7 50 

hte tile, . ee 88.7 . .07 : 98.9 _ 07 | 69.7 4 .05 66.4 4 .02 70.2 .06 

Sashes Gres. . een 8.2 43 7 10.7 1.27 7 8.6 nee 61 “i 7.2 27 6.9 27 

Costatntood ‘Peoduate 30.1 ; 53 32.7 i 75 “37.8 1 22 : 34.9 1.04 29.8 75 

Container Corp. of America 57.5 1.72 56.9 1.88 56.3 1.50 52.9 1.61 49.3 1.37 

amend Alkali an 29.8 1.12 27.4 .80 29.2 92 29.1 1.00 24.4 67 

Diamond T Motor 12.2 .62 9.8 65 10.0 12 9.8 02 8.2 d 13 
Dow Chemical 137.9 61 144.8 71 128.1 51 134.6 47 114.0 46 | 
Ex-Cell-0 Corp. 30.1 1.76 17.3 89 27.9 1.56 25.9 177 21.3 7 1.25 
Ferro Corp. 12.9 1.12 13.2 1.02 11.9 89 12.2 1.07 1.1 95 

General Tire & Rubber 83.5 1.40 85.9 1.39 74.4 2.03 71.7 1.25 63.5 1.62 
Hooker Sesteochemien! 23.6 47 32.9 54 19.2 40 38.9! 79) | 
Industrial Rayon 19.9 1.40 20.6 1.57 19.3 1.18 21.4 1.55 22.2 1.48 | 
Keppers Co. 68.6 1.54 68.3 1.13 60.0 : 1.24 54.1 1.43 46.0 86 | 
National Biscuit enti Pas 100.4 .66 01.7 75 97.0 61 - 96.6 : .67 94.2 56 | 

Republic Steel 332.5 1.62 315.9 1.50 301.9 1.43 307.4 1.50 261.6 1.19 

Rohm & Haas 40.4 4.10 42.9 4.50 37.2 3.60 42.5 4.84 38.9 4.12 

St. Regis Paper 81.4 95 77.4 .80 67.1 73 os 57.4 a 80 55.0 72 
7 4__Deficit. '_6 months. * Calculated on basis of full sone —_——, oye “iy | 
L — 



































pected to produce earnings comparable to those 
realized in the March quarter. Although it is be- 
lieved likely that there will be some letdown in third 
quarter order volume should there be no industry- 
wide strike this summer, the outlook is that 1956 
will be comparable to last year. Current expansion 
plans of Republic provide for raising ingot capacity 
from 10,262,000 tons as of December 31, 1955, to 
12,038,000 tons by 1958, with some of the new ca- 
pacity being available probably late this year. These 
new facilities, together with other new installations 
involve an investment of $187 million. While a $75 
million revolving credit has been arranged by the 
company with its commercial banks which can be 
drawn on if and as needed, it is planned to finance 
these expansions internally through depreciation, 
amortization and retained earnings. Currently, 
Republic Steel’s common stock is receiving dividends 
at the rate of $2.50 annually. The stock presently 
priced in the market at 48 is selling to yield 5.2 
per cent. 


CONTAINER CORP. OF AMERICA. For the 
three months to the end of March, 1956, sales were 
$57.5 million, an increase of 17 per cent over $49.3 
million in the corresponding period in 1955. On the 
same basis of comparison, 1956 first quarter earn- 
ings were up by approximately 25.1 per cent, in- 
creasing from $3,825,000, or the equivalent of $1.37 
a share in the 1955 first quarter to $4,788,000, equal 
to $1.72 a share for the common stock. These figures 
for both quarters do not include earnings of The 
Mengel Company in which Container owns a 65 per 
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cent participating interest. Net earnings of this 
affiliate for the 1956 first quarter were $500,000, an 
increase of almost 37 per cent over sales of $365,000 
the affiliate reported for the like quarter of last year. 
These earnings were equal to 75 cents and 55 cents 
a share of Mengel common stock of which Con- 
tainer owns 435,990 shares. The Company plans to 
offer Mengel’s minority interest one share of its 
own common stock for each two of Mengel held, the 
objective of the exchange being to simplify operat- 
ing problems of both companies and thus increase 
operating efficiency. At the same time Container 
continues to expand production facilities which 
when completed and operating according to schedule 
within the next two to three years should add sig- 
nificantly to earnings. Included in current expansion 
plans are a new $6 million boxboard mill with a 
daily capacity of 150 tons on the West Coast; a new 
corrugated container plant in the Chicago, IIl., area 
to meet the increasing container demand there, and 
a new folding carton factory in the Seattle territory, 
augmenting output of present plants in that area. 
Another and the most important project is a 300 
ton a day bleached sulphate pulp and board mill at 
Brewton, Ala., on which construction has already 
started. It is estimated when this plant is in opera- 
tion its entire output will be absorbed by Container 
which, because of the increasing need for bleached 
sulphate board, will still have to fill its requirements 
through purchases from outside suppliers. 


DIAMOND ALKALI CO. First 


quarter sales 
and earnings were the 


(Please turn to page 195) 
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. our special study of the paper industry, 
carried in the April 30, 1955, issue of THE MAGA- 
ZINE, it was stated: “With new capacity in opera- 
tion before the curtain is rung down on 1955, there 
is small doubt new heights will be scaled.” 

Those heights were scaled and more peaks are in 
prospect. Estimated production of paper and board 
last year amounted to a record 29,850,000 tons, a 
12% rise that eclipsed the old high of 1954’s 26,- 
657,000 tons. Unless a sharp downturn in the over- 
all economy is experienced in the next few months 
(a remote prospect), the 1955 record also is slated 
to be toppied. 

For in the first quarter of this year, production 
was at about 8 million tons—first time in the history 
of the industry this lofty figure was reached for a 
single quarter. Moreover, the initial period of the 
year is not, traditionally, the best quarter, although 
March is one of the two best months of the year in 
the paper industry (October is the other). At a 
conservative estimate, paper output for all 1956 
should surpass 31 million tons, although 32 million 
is not beyond reach. 

Companies such as St. Regis Paper and National 
Container, reporting for the first quarter of the new 
year, are running far ahead of record 1955. 


Everything is Up 


From an unstable industry that long has carried 
the “feast or famine” label, the paper business has 
acquired a stability that bears no resemblance to 
the conditions that existed prior to World War II. 
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WILL THE 


Paper Industry 


Continue Its Boom 


By PHILLIP DOBBS 


The intervening years have been marked by a ste: 
rise in production, greater use of modern te 
nology, expansion of product lines and the devel 
ment of whole new markets through aggressive 
search. 

A measure of its current-day stability may 
gleaned from the performance turned in in 1¢ 
when this nation was experiencing a business re 
sion. When all the returns for that year were ir 
was found that output had soared to a new higt 


Stocks Are Up, Too 


While paper has been wrapping up a long serie: 
records, leading stock issues in the group also h 
been galloping ahead, discounting a good deal of 
current prosperity and, in many instances, reflect 
a generous appraisal of good times ahead. Thu: 
year ago the four paper companies used in 1 
MAGAZINE OF WALL STREET index stood at a hig} 
831.7 (the low was 767.1). In early April of 1 
(just one year later) the group was at a fresh 
time peak of 1238.8. The four stocks used in 
index are International Paper, St. Regis Pay 
Union Bag & Paper and Crown Zellerbach. 

Of course, the paper issues, even as the auto: 
tive and steel, have not moved at an even pace, eit 
as stocks or businesses. The product mix, for 
thing, is extremely varied. Hence, a rise in pa 
prices may be of inestimable help to such an ii 
grated producer as International Paper, but an 
crease in the price of the commodity by a supp 
can squeeze the profits of a company such as D: 
Cup. 

THE 


MAGAZINE OF WALL STR 





Inter 
Kimt 
Lily-' 


Mar 


Nati 
Oxf 
Rays 
mf 
Scot 


Sutt 


We 











APR 

















Statistical Data on Leading Paper Companies 








products and developing new items to meet increasingly diverse require- 
ments of the economy. (B2) 


Container Corp. cf America: Control of the Mengel Company strengthens 
this producer, which has been improving earnings steadily. (B) 


Crown Zellerbach: This well-integrated Pacific Coast company should de- 
rive major benefits from acquisition of Gaylord Container. (B2) 


Dixie Cup: Excellent earnings record should be maintained through rising 
demand for paper cups and containers. (B2) 


Gair (Robert) Co.: Improving profit margin, which still does not compare 
favorably industry-wise. (C) 


Great Northern Paper: This topnotch domestic producer of newsprint has 
been improving its profit margin considerably. Paid some dividend in 
each year since 1910. (B) 


International Paper: Operations of this leader of the industry are inte- 
grated and output diversified. Vast expansion program being carried 
forward. (A) 


Kimberly-Clark: Steady improvement in earnings reflected in higher divi- 
dend payout by this integrated white-paper producer and leader in coated 
book paper and cellulose wadding. (A) 


Lily-Tulip: Excellent earnings record helped by rising demand for paper 
cups, containers and allied products. Split 2-for-1 in 1955. (A) 


RATINGS: (A)—High-grade investment quality. 
(B)—Good Grade. 


(C)—Speculative 





— Earnings Per Share Dividends Per Share Recent Div. Price Range 
1953 1954 1955 1953 1954 1955 Price Yield 1955-1956 
Champion Paper & Fibre $4.13 $4.42 $5.00! $1.62'2 $2.00 $2.00 73 2.7% 76%4- 50 
Container Corp. of America 3.95 5.31 6.37 2.20 2.60- 3.00 79 3.7 80 - 61 
Crown Zellerbach 2.35 2.58 3.11 1.65 1.95 2.10- 68 3.0 697%%- 36% 
Dixie Cup 3.55 4.05 4.39 1.65 1.80 1.80 55 3.2 5734- 47% 
Gair (Rob’t.) Co. 2.96 2.22 2.79 1.50 1.50 1.50 33 45 34¥2- 26% 
Great Northern Paper Co. 4.63 3.97 4.46 3.00 3.00 3.00 100 3.0 107 - 74 
International Paper 6.44 7.05 7.54 3.00- 3.00" 3.007 133 2.2 139 - 82 
Kimberly-Clark Corp. 1.94 2.38 2.79 1.20 1.35 1.72° 54 3.1 58 - 362 
Lily-Tulip Cup 2.29 3.03 3.40 .83 1.20 1.50 53 2.8 66 - 46 
Marathon Corp. 1.38 2.01 2.51 1.20 1.20 1.25 43 2.9 46'2- 28 
Mead Corp. 4.41 4.54 6.30 1.65- 1.85- 2.10- 76 2.7 82%4- 52% 
National Container 1.07 1.01 2.25 .60- .60 .60° 27 2.2 28%e- 14% 
Oxford Paper 2.88 3.81 4.76 1.00 1.30 1.45 45 3.2 48 - 34 
Rayonier 1.89 2.05 2.87 .60 70 1.08 38 2.8 42\e- 22% 
St. Regis Paper 2.91 2.62 2.95 1.25 1.5712 1.80 47 3.8 4934- 335% 
Scott Paper 1.80 2.33 2.65 1.35 1.5712 1.80 68 2.6 7834- 55% 
Sutherland Paper 3.25 3.81 3.30 1.50 1.70 2.00 45 4.4 5834- 4134 
Union Bag & Paper 1.86 2.03 2.68 1.16 1.16 1.20 41 2.9 4234- 23 
| West Virginia Pulp & Paper 2.77 2.57 3.08 1.00 1.40 1.40 55 2.5 58'%4- 35 
t—Based on 1954 dividend. 1_Estimated. “—Plus stock. 
| Champion Paper & Fibre: Engaged in broadening markets for present Marathon: Producer of packaging materials and containers consistently 


improving earnings. (B2) 
Mead: Business at record levels. Benefiting from acquisition of Chillicothe 


Paper Co. Mead pays cash plus stock. (B) 


National Container: Substantial improvement recorded by this integrated 
maker of containers, paperboard and pulp. Helped by new capacity. (C) 


Oxford Paper: Old-line producer of high-grade book, magazine and com- 
mercial papers always has operated profitably. (B) 


Rayonier: Company and Alaska Pine & Cellulose (a subsidiary) boosting 
sales and earnings sharply. (B 


St. Regis Paper: Excellent earnings and dividend records due to aggres- 
sive management and intelligent diversification. Has outstanding growth 
record. (B 


Scott Paper: This investment-quality issue offers splendid long-term growth 
prospects. Usually sells on liberal price-earnings ratio. (A 


Sutherland Paper: Company has sharply reversed the decline in profit 
margin. Broadening market for products through intensive research. (B2) 


Union Bag & Paper: Leader of the kraft segment of the 
year effected stock split and increased dividend. (B) 


industry this 


West Virginia Pulp & Paper: Expansion and acquisition has strengthened 
position of this topnotch producer. (A 


2—Retain for long-term investment. 
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Profit margins in the industry, 
by and large, compare favorably 
with other fields. These ranged 
last year from 5.8% for Robert 
Gair Co., a large factor in paper- 
board, to 11.5% for Union Bag & 
Paper, a leader in the kraft in- 
dustry. A year earlier, profit mar- 
gins ranged from 4.4% in Gair 
(again low on the totem pole) all 
the way up to 15.6% in Interna- 
tional. Indeed, in the postwar 
years, paper has vied with such 
industries as petroleum, chemical 
and rubber for the top rank in 
annual rate of profit on stock- 
holders’ equity in manufacturing 
groups. 

The highly creditable profit 
margin reflects strides made by a 
new generation that has come into 
its own in the operation, man- 
agement and sales segment of the 
paper field. And the byword is 
consolidation, a trend that has 
been accompanied by a shift in 
new enterprise from the northern 
United States and Canada to 
larger operations in the Dixie 

‘pine belt and on the West Coast. 

Most notable in the last few years 
has been development of new 
processes which have enabled the 
business to expand in the news- 
print segment with new mills in 
the pine belt. 

Apparently, this trend is grow- 
ing. Especially notable are Coosa 
River and Bowater, made pos- 
sible by investments of news- 
paper publishers in the mills on 
which they depend for their sup- 
plies. This reduces sharply the 
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Comparative Statistics Compari "7 

















Container Gair 
Figures are in million dollars Corp. of Crown Dixie (Rob‘t) 
except where otherwise stated America Zellerbach Cup Co. 
CAPITALIZATION: 
Long Term Debt (Stated Value) $ 35.8 $ 55.7 $ 16.0 $ 35.0 | 
Preferred Stock (Stated Value) .............. $ 8.5 $ 30.9 $ 5.9 $ 23.2 | 
No. of Common Shares Outstanding (000) 2,522 13,773 809 2,959 | 
TOTAL CAPITALIZATION .......0.0.... $ 69.5 $155.6 $ 27.5 $ 61.8 
Total Surplus $ 66.3 $216.1 $ 18.3 $ 48.4 
INCOME ACCOUNT: For Fiscal Year Ended 12/31/55 12/31/55 12/31/55 12/31/5 
Net Sales . $258.4 $414.0 $ 49.2 $160.2 
Deprec., Depletion, Amort., etc. $ 5.6 $ 15.7 $ 1.2 $ 6.5 
Income Taxes $ 18.6 $ 34.2 $ 4.1 $ 12.0 
Interest Charges, etc. $ 20 $ 6 $ 1.1 
Balance for C $ 16.0 $ 42.8 $ 3.5 $ 7.6 
Operating Margin 18.3% 17.3% 15.2% 
Net Profit Margin : 6.3% 10.6% 7.8% 5.8% 
Percent Earned on Invested Capital 16.4% 13.9% 13.0% 12.3% 
Earned Per Common Share (*) $ 6.37 $ 3.19 $ 4.39 $ 2.79 
BALANCE SHEET: Fiscal Year Ended 12/31/55 12/31/55 12/31/55 12/31/59 
Cash and Marketable Securities $ 18.2 $ 45.1 $ 10.4 $ 19.8 
Inventories, Net $ 23.5 $ 72.4 $ 13.5 $ 19.5 
Receivables, Net $ 14.6 $ 41.3 $ 2.5 $ 11.9 
Current Assets $ 56.3 $158.9 $ 26.9 $ 52.6 
Current Liabilities $ 12.4 $ 44.1 $ 63 $ 16.3 
Working Capital $ 43.9 $114.8 $ 20.6 $ 36.3 
Fixed Assets, Net $ 62.3 $173.1 $ 25.3 $ 80.2 
Total Assets $154.4 $417.8 $ 52.2 $134.9 
Cash Assets Per Share $ 7.22 $ 3.27 $ 12.88 $ 6.68 
Current Ratio (C. A. to C. L.) 4.5 3.6 4.2 3.2 
Inventories as Percent of Sales 9.1% 17.5% 27.5% 12.2% 
Inventories as Percent of Current Assets 41.7% 45.6% 50.4% 37.1% 


(*)—Data on dividend, current price of stock and yields 
in supplementary table on preceding page. 





sales hazard to the producers. A 





most notable phase of this devel- 

opment was the decision of International to invest 
$20 million in a Southern newsprint mill. Its news- 
print production hitherto has centered in Canada. 


“Broad Horizon” Products 


But the great upheaval in the paper industry 
stems from the research that has created vast new 
markets for its products. Probably the most signifi- 
cant changes have been achieved in packaging and 
sanitary paper, with paperboard, building paper and 
board also vital factors. While the use of printing 
grades of paper has risen steadily over the years, 
its percentage of the total of all paper and board 
produced has shrunk from more than half of the 
total a half-century ago to about 23%. The packag- 
ing-sanitary paper-building material segment has 
more than doubled the volume of 1929. 

Noteworthy in the world-wide expansion in use 
of all paper over the past two decades is the fact 
that only 38% of the rise was due to growth in the 
population, while 62% was an outgrowth of the de- 
velopment of new products, new application of 
traditional uses for paper. 

If industry planning is any criterion, then a years- 
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long period of rising paper use is a foregone con- 
clusion. Dominating the news within the industry 
these days are countless projects dealing with ex- 
pansion. Thus: 


International Paper, earlier this month, revealed 
plans for immediate construction of a $57 million 
newsprint and bleached kraft board mill at Pine 
Bluff, Ark. This giant of the industry also is com- 
pleting a newsprint mill at Mobile, Ala. It is 
scheduled to start operating in September at a 
115,000-ton-a-year rate. 

Great Lakes Paper Co., Ltd. is planning an addi- 
tional $35 million to $40 million expansion of its 





pulp and paper mill at Fort William, Ont. This 
will mean the present large construction program 
at Great Lakes Paper will be continued for the years 
1956, 1957 and 1958. 

Great Northern Paper Co., topnotch domestic 
producer of newsprint, has authorized an expansion 
and modernization program costing $21 million and 
extending over the next 18 months. Most of the 
money will be spent on improvements at Millinocket, 
Me., mill. 

Hammermill Paper Co. is considering supple- 
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the Position of Leading Paper Companies 

















Great Inter- Lily- Union West Va. 
Northern national Tulip Marathon Mead National Oxford St. Regis Scott Sutherland Bag & Pulp & 
Paper Paper Cup Corp. Corp. Container Paper Paper Paper Paper Paper Paper 
$ 38.0 . $ 6.0 $ 23.0 $ 21.1 $ 25.1 $ 11.5 $ 73.0 $ 39.0 $ 5.1 $ 5 $ 19.2 
$ 75 $ 23.0 $ 8.0 $ 758 $ 10.1 $ 13.7 $ 11.0 $ 11.2 
1,014 10,905 1,563 3,611 1,611 3,506 761 6,266 7,894 1,063 5,313 4,934 
$ 70.8 $104.7 $ 21.7 $ 45.5 $ 72.7 $ 36.1 $ 33.0 $117.4 $129.7 $ 10.4 $ 35.9 $104.4 
$ 31.1 $382.1 $ 18.3 $ 59.6 $ 31.3 $ 38.2 $ 19.3 $123.3 $ 63.7 $ 28.6 $ 56.7 $ 60.6 
1/1/56 12/31/55 12/31/55 10/31/55 12/25/55 12/31/55 12/31/55 12/31/55 12/31/55 12/31/55 12/31/55 10/31/55 
$ 55.6 $796.4 $ 63.0 $135.1 $150.5 $ 95.2 $ 56.4 $257.0 $246.6 $ 57.3 $123.0 $176.2 
$ 50 $ 38.0 $ 15 $ 5.3 $ 3.8 $ 4.3 S 3,2 $ 13.5 $ 9.8 $ 1.4 $ 7.4 $ 10.2 
$ 46 $ 69.8 $ 5.9 $ 10.8 $ 11.6 $ 8.6 $ 3.9 $ 19.7 $ 19.5 $ 3.8 $ 15.5 $ 15.0 
+ $ .2 $ & $ 8 $ 1.2 $ 5 $ 2.6 $ 1.0 $ .1 $ £4 
$ 45 $ 83.0 $ 5.3 $ 9.0 $ 10.1 $ 7.8 $ 3.6 $ 18.4 $ 20.9 $ 3.5 $ 14.2 $ 15.2 
18.0% 20.6% 17.8% 15.2% 14.1% 19.4% 14.3% 15.2% 21.3% 12.8% 23.4% 16.6% 
8.9% 10.4% 8.4% 6.7% 7.0% 8.8% 7.3% 7.8% 8.6% 6.1% 11.5% 8.9% 
7.7% 17.0% 15.6% 11.1% 12.8% 11.4% 10.0% 11.3% 13.8% 10.3% 15.4% 10.7% 
$ 446 $ 7.54 $ 3.40 $ 2.51 $ 6.30 $ 2.25 $ 4.76 $ 2.95 $ 2.65 $ 3.30 $ 2.68 $ 3.08 
1/1/56 12/31/55 12/31/55 10/31/55 12/25/55 12/31/55 12/31/55 12/31/55 12/31/55 12/31/55 12/31/55 10/31/55 
$ 7.33 $ 61.0 $ $2 $ 10.0 $ 8.7 $ 17.87 $ 8.1 $ 49.4 $ 9.4 $ 9.3 $ 16.3 $ 23.7 
$12.0 $ 88.8 $ 14.2 $ 31.5 $ 15.3 $ 11.8 $ 9.4 $ 35.3 $ 39.1 $ 10.7 $ 10.1 $ 13.8 
$ 4.4 $ 52.5 $ 3.8 $ 11.1 $ 13.3 $ 7.0 $ 7.4 $ 24.6 $ 15.2 $ 3.0 $ 77 $ 8.4 
$ 28.4 $202.4 $ 23.5 $ 54.0 $ 37.9 $ 37.2 $ 24.4 $112.6 $ 66.4 $ 23.4 $ 34.2 $ 47.2 
$ 7.4 $ 60.4 $ 4.2 $ 22.4 $ 11.8 $ 8.7 $ 6.5 $ 14.4 $ 33.1 $ 8.3 $ 5.9 $ 8.6 
$ 21.0 $142.0 $ 19.3 $ 31.6 $ 26.1 $ 28.5 $ 17.9 $ 98.2 $ 33.3 $ 15.1 $ 28.3 $ 38.6 
$ 81.3 $270.1 $ 18.7 $ 74.6 $ 57.4 $ 56.3 $ 35.0 $134.4 $134.0 $ 22.4 $ 50.3 $100.5 
$110.9 $620.0 $ 44.2 $132.4 $118.4 $ 99.4 $ 57.7 $258.7 $226.6 $ 47.5 $ 98.7 $173.6 
$ 7.29 $ 5.59 $ 3.38 $ 2.78 $ 5.46 $ 5.09 $ 10.66 $ 7.89 $ 1.18 $ 8.83 $ 3.07 $ 4.80 
3.8 3.3 5.5 2.4 3.2 4.2 3.7 7.9 2.0 2.8 5.7 5.4 
21.6% 11.1% 22.5% 23.3% 10.1% 12.4% 13.3% 13.7% 15.8% 18.7% 8.3% 7.8% 
42.4% 43.8% 60.5% 58.3% 40.4% 31.9% 37.7% 31.4% 58.8% 45.9% 29.8% 29.3% 








menting its present output of pulp by construction 
of additional productive facilities. Hammermill 
recently completed a modern pulp mill, now pro- 
ducing 100 tons of bleached semi-chemical pulp per 
day. 


The foregoing list is but a sample of the trend 
toward expansion of operations that has swept the 
entire industry. The reasons for this drive for en- 
largement are to be found in the statistics of the 
American Paper and Pulp Association, which 
reported that in the week ended March 17 the 
ratio of the United States production to mill 
capacity was 104.4%. This compared with 101.7% 
in the preceding week and 97.6% in the correspond- 
ing week a year earlier. Paperboard production 
ratio for the week ended March 17 was 99%, com- 
pared with 100% a week earlier and 97% in the 
year-ago week. 


Newsprint Output Deficit 
_Shortages, in such items as newsprint, also are 
highlighted by a study undertaken by the House In- 
terstate and Foreign Commerce Committee. That 
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group stated early this month that it saw nothing in 
the near future to assure sufficient newsprint to meet 
the demands of this country. It calculated that the 
supply in 1956 would be 40,000 tons under demand. 

The group asserted that newspaper publishers 
would require an additional 200,000 tons to bring 
their stock up to a 45-day supply on hand by the 
close of this year. Nor is there any indication of 
slackened demand for newsprint. Indeed, informa- 
tion obtained informally from some of the larger 
companies handling advertising accounts indicates 
that, for at least the first half of this year, demand 
for advertising space in newspapers will be at a new 
high level. In its summary of findings, the House 
report stated: 

Total newsprint consumption in this country for 
1955 was 6,466,000 tons, an increase of 384,000 tons 
over the preceding year. Domestic production in 
1955 was 1,458,000 tons, a rise of 266,000 tons from 
1954. Estimated United States newsprint demand 
for actual consumption in 1956 is 6,850,000 tons, 
against an expected supply of 6,810,000—hence the 
40,000-ton deficit. Domestic production in 1956 is 
estimated at 1,630,000 tons, a gain of 172,000 tons 
from last year’s 1,458,000. (Please turn to page 196) 
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5; More Diverse Stocks 
for Dollar Averaging 


By OUR STAFF 


SY, the previous issue of The Magazine we 
presented a carefully selected group of three diversi- 
fied common stocks as attractive issues for investors 
who make commitments under the “dollar averag- 
ing’? method of investment. On this and the adjoin- 
ing page we present another group of three common 
stocks of leading corporations in diversified fields 
which have also been carefully chosen from the 
entire list as being equally attractive under this in- 
vestment plan. 

As a majority of our readers probably know 
from our previous articles on the subject, “dollar 
averaging” is a simple plan which enables the in- 
vestor to accumulate good stocks, especially growth 
stocks, on a long-range basis, purchases in the same 
issues being made at pre-determined regular inter- 
vals and in the same amount of investment funds. 

This is important, but of still greater importance, 
is the exercise of the greatest care in the selection 
of stocks for purchase under this system . . . Such 
issues must measure up to the two essential require- 
ments which are, first, they must be stocks of the 
foremost corporation; and, second, they must show 
definite indications of possessing further growth 
possibilities. 

In initiating the plan at a time when the market 
appears high—such as now—the investor may pay a 
comparatively high price on his first purchase. But, 
if this method is adhered to, later purchases in a 
falling or rising market should level off price dif- 
ferences. In the long run this would enable the 
investor to secure a better average price on his 
entire commitment with greater flexibility than he 
could possibly secure by making: his purchase all at 
one time under changing conditions. 
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THE ANACONDA COMPANY 
BUSINESS: This, the largest copper producer, also ranks as one of 


the leading producers of zinc, lead and other minerals. Through subsidia- 
ries, it fabricates copper and copper-base alloys, al and ym- 
alloy products. Other operations include mining and treatment of uranium 
ores, and its 95% owned Anaconda Aluminum Co., operates a primary 
aluminum plant of 60,000 tons yearly capacity. 





OUTLOOK: Gross income of more than $636.2 million in 1955 was the 
highest in the Company’s history. This was an increase of 37% over the 1954 
total of $464.8 million, the gain reflecting in part satisfactory operating and 
marketing conditions throughout 1955, as well as from accruing benefits 
from expenditures in the postwar years of $384.4 million for improvements 
and expansion. The various factors combined to increases 1955 consolidated 
net income, before deduction for metal mines depletion, but after allowing 
almost $16 million for flood damage at the Connecticut Mills of the American 
Brass Co., totaled $65.3 million. This was equal to $7.52 a share on 
Anaconda’s stock and compares with $3.07 a share reported for 1954. 
Although the company is eminent as a copper producer and earnings from 
that production will reflect copper prices when demand and supply is in 
balance, continued expansion of mining activities and in the fabricating of 
copper, copper-base alloys, and aluminum and alumin-alloys, and its entry 
into the primary aluminum production field, as well as its uranium mining 
and processing, provide for diversification of operations and materially 
broadens its growth potentials. Among various projects, in addition to 
expanding production from its domestic and South American copper proper- 
ties, are additions to smelting and refining facilities, the expanding of 
fabricating plants, including a new integrated aluminum mill at Terre 
Haute, Ind., and a new brass mill at Los Angeles. 


DIVIDENDS: Distributions on the stock in 1955 amounted to $4.25 a share, 
including 75 cents in each of the first three quarters and $2 at the year 
end. With the declaration of 1956 first quarter dividend the rate was 
increased to $1.00. 

MARKET ACTION: Recent price of 775%, compares with 1955-56 price 
range of High—87%4, Low—47. At current price, the yield is 5.1%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 3) 
45 


1955 

ASSETS (000 omitted) Change 
WORKING CAPITAL $128,286 $101,745 —$ 26,541 
Receivables, Net 17,712 46,55 + 28,843 
Supplies & Inventories 62, 694 117,468 + 54,774 
Other Current Assets 1,836 2,370 ao 534 
TOTAL CURRENT ASSETS ....................cccccscc0000 210,528 268,138 57,610 
Net Property 360,217 602,064 + 241,847 
Invest. & Advances 31,152 29,161 — 1,991 
Other Assets 14,161 ,430 — 1,731 
TOTAL ASSETS . $616,058 $911,793 +$295,735 
LIABILITIES 
Debt Mat.—Curr. $ 9,444 +$ 9,444 
Accounts & ee Pay. . 14,440 42,617 + 28,177 
Accrued Tax 25,238 33,136 + 7,898 
TOTAL CURRENT LIABILITIES 39,678 5,197 + 45,519 
Other Liabilities 7,966 2,149 — §,817 
Reserves 6,714 1,761 — 4,953 
Long Term Debt 121,668 -+- 121,668 
Capital Stock 433,716 433,716 
Surplus : nee 127, 984 267,302 + 139,318 
TOTAL LIABILITIES bab : $616, 058 $911,793 -+ $295,735 
WORKING CAPITAL . $170,850 $182,941 +$ 12,091 
CURRENT RATIO 5.3 3.0 — 23 
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THE B. F. GOODRICH COMPANY 


BUSINESS: Ranks as one of the leading tire and rubber manufacturers. It 
produces a widely diversified line of rubber products for the automotive 
and other industries and through Goodrich-Gulf Chemicals, Inc., in which 
it holds a half interest and its own B. F. Goodrich Chemical Division is 
becoming increasingly important in the chemical field. 


OUTLOOK: Although the production of tires as original equipment for 
passenger car, truck, bus, road building and other equipment manufacturers 
is an important segment of the company’s business, a big factor in growth 
in recent years has been intensive research and development work. These 
efforts have resulted in a number of new and improved products for the 
consumer market and industrial uses, broadening sales to where the tire 
business, it is estimated, is less than 50% of total volume. Research has 
also contributed to the company’s increasingly strong position in the 
chemicals and plastic field in which there appear to be outstanding growth 
potentials. Its jointly-owned Goodrich-Gulf began manufacture in 1955 
of man-made rubber and butadiene, one of its major raw materials, and 
now plans to practically double output through the purchase of a second 
U. S. Government plant for which it has already contracted. Plant expansions 
of the B. F. Goodrich Chemical Division started in 1955 totaled approxi- 
mately $6 million, principally to increase output of ‘‘Geon” plastic materials, 
“Hycar” rubber latex, and the production of acrylonitrile, important 
in the manufacture of Hycar rubbers. Net sales of the company were at a 
record high last year, totaling $755 million. This was an increase of 19.7% 
over 1954 and produced net income of $46.6 million, the equivalent of 
$5.26 a share as compared with $4.40 a share in the previous year. First 
quarter figures indicate continuance of the uptrend in the current year, 
net for the stock being $1.14 a share, as compared with $1.12 a year ago. 


DIVIDENDS: Since the 2-for-1 stock split in 1955, quarterly payments were 
maintained at 45 cents and increased to 55 cents in 1956. 


MARKET RANGE: Recent price of 86, compares with a 1955-56 price range 
of High—891%4, Low—59'2. At current price, the yield is 2.5%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 
945 1955 


1 

ASSETS (000 omitted) Change 
Cash & Marketable Securities $ 31,396 $ 85,553 4S 54,157 
Receivables, Net 43,105 117,727 74,622 
Inventories 54,795 147,346 + 92,371 
TOTAL CURRENT ASSETS 129,477 350,626 +- 221,149 
Net Property 48,672 138,203 89,531 
Invest. & Rec. 1,833 16,993 15,160 
Other Assets 2,774 2,116 658 
TOTAL ASSETS ..... $182,756 $507,938 +$325,182 
LIABILITIES 

Debt Due . $ 1,651 +$ 1,323 
Accounts Payable ‘ ; 12,574 36,193 + 23,619 
Tax Reserve ..... 4,061 53,021 48,960 
Accruals 6,254 18,609 12,355 
TOTAL CURRENT LIABILITIES 23,217 109,474 + 86,257 
Other Liabilities ,614 - 614 
Reserves 14,354 51,370 + 37,016 
long Term Debt 35,000 49,648 14,648 
Preferred Stock 24,722 — 24,722 
Common Stock . 88,711 +- 44,431 
Surplus 40,569 208,735 -+ 168,166 
I cs sscashiscwessdantsbeusvencene $182,756 $507,938 -+$325,182 
WORKING CAPITAL ........ $106,260 $241,152 +$134,892 
CURRENT RATIO Bichackapes 5.5 3.2 - 3 
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BETHLEHEM STEEL CORPORATION 


BUSINESS: Ranks as the second largest company in the steel industry and 
is completely integrated from the production of iron ore and other raw 
materials to the manufacture of a full line of steel products for every 
commercial use. It is also the world’s largest shipbuilding enterprise with 
facilities to build and repair all types of naval and merchant ships. 


OUTLOOK: Bethlehem’s 50-year record is one of almost steady growth 


accelerated in the postwar era with an increase in rated steel producing 
capacity from 12.9 million tons in 1947 to 20 million tons at the start of 
1956. Paralleling this steelmaking expansion has been the increase in 
rated capacity of pig iron and ferro-manganese output from a little more 


than 9.3 million to over 12.8 million tons, while a broad modernization 
and expansion program has added materially to manufacturing facilities 
and an evolution that has brought Bethlehem, noted especially in earlier 
years for its output of heavy steel products, to where it now produces, in 


addition to the heavier items, a widely diversified and full line of steel 
products as well as a wide range of specialty products. As a result of this 
growth and the high level of steel operations, total revenues in 1955 in- 
creased to $2,114 million from $1,667 million in 1954 while net income 
last year reached $18.09 per common share as against $13.18 a share in 
the year previous. During the postwar years, capital expenditures for 
modernization, expansion and development of raw material sources have 
totaled approximately $1 billion. Since December 31, 1955, an additional 
$125 million has been authorized for further additions and improvements 
to properties, additions that should further increase production and manu- 
facturing capacity to be reflected in earning power. 


DIVIDENDS: Payments on the common stock since the 3-for-1 split in 1947 
have varied in each quarter of each year. In 1955 distributions totaled 
$7.25 a share. The initial 1956 quarterly payment was $2.50 a share. 


MARKET ACTION: Recent price of 161, compares with a 1955-56 price 
range of High—16912, Low—1452. At current price, the yield on basis of 
1955 dividend is 4.5%. 

COMPARATIVE BALANCE SHEET ITEMS 


December 31 
5 





ASSETS (000 omitted) Change 
Cash & Marketable Securities $250,888 $ 689,530 4+$ 438,642 
Receivables, Net 147,442 202,082 64,640 
Inventories 115,820 310,875 195,055 
TOTAL CURRENT ASSETS 514,150 1,202,487 + 688,337 
Net Property 335,486 736,747 401,261 
Investments & Funds 30,508 57,041 + 26,533 
Other Assets 73 2,377 } 1,642 
TOTAL ASSETS $880,879 $1,998,652 +$1,117,773 
LIABILITIES 
Accounts Payable $ 40,132 $ 109,010 68,878 
Accrued Taxes 68,821 207,670 138,849 
Maturing Debt 10,308 _ 10,3 
Accruals 55,546 75,812 20,266 
TOTAL CURRENT LIABILITIES 174,807 392,492 217,685 
Other Liabilities 6,879 53,185 - 46,306 
Reserves 56,593 30,000 ——- 26,593 
Long Term Debt 120,882 336,904 -+- 216,022 
Preferred Stock : 93,389 93,389 
Common Stock 283,574 305,446 + 21,872 
Surplus Bs 144,755 787,236 + 642,481 
TOTAL LIABILITIES ................ $880,879 $1,998,652 -+-$1,117,773 
WORKING CAPITAL ................. $339,343 $ 809,995 +$ 470,652 
CURRENT RATIO ................ 2.9 3.0 1 
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Slow? 

There is a general belief that 
utility stocks are “slow movers.” 
This is a half truth. Some are no 
more than income stocks, with 
below-average potentials for ap- 
preciation. The same applies to 
quite a few industrial equities. 
Some are income-and-growth 
stocks which are capable of ac- 
tually outgaining the Dow indus- 
trial average both in a _ bull- 
market cycle and over the long 
term, even though short-term 
movement is rarely spectacular. 
There are a number of examples 
which prove the point. 


Examples 

At recent high, the industrial 
average was up about 222% 
from the inception of this major 
advance in mid-1949; and divi- 
dends on it, at estimated current 
rate, are some 80% above those 
of 1949. We cite here the com- 
parable appreciation of, and rise 


in dividends of, eight selected 
electric utilities: American Gas 
& Electric, rise 244%, gain in 


dividends 90° ; Central & South 
West, appreciation 279%, divi- 
dend gain 70% ; Florida Power, 
277% and 39%; Florida Power 
& Light, 442“ and 100% ; Hous- 
ton Lighting & Power, 258% and 
91%; Texas Utilities, 336% and 
80%; Puget Sound Power & 
Light, 227% and 126%; and 
General Public Utilities, 246% 
and 112%. Each stock, at 1956 
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highs to date, had outgained the 
industrial average in this bull 
market. In six out of eight in- 
stances, gain in dividends has 
equaled or exceeded that on the 
industrial average. The average 
appreciation exceeded that of the 
30 Dow industrials by over 28%, 
while over-all gain in dividends 


ran 10% above that of the 30 
“leading” industrials. 
What Now? 

Utilities have receded appre- 
ciably from recent highs, in re- 
sponse to unsettlement of the 
bond market and consequent 


markup in bond yields. But the 
money-market handicap is tempo- 
rary, whereas no end is foresee- 
able in growth of usage of elec- 
tricity. That assures important 
further long-term rise in earn- 
ings and dividends of growth- 
area utilities, regardless of con- 
tinuing periodic equity financing, 


as heretofore, to raise part of the 
funds—a quite moderate part—re- 
quired for expansion of facilities. 
Growth utilities are low-risk in- 
vestments; indeed, virtually no- 
risk investments on a_longer- 
range perspective. In any bear 
market ahead, they would figure 
to hold up much better than the 
average industrial or rail; and 
selected issues, as proven by the 
examples heretofore cited, are 
capable of outgaining the indus- 
trial list—as well as the rail aver- 
age also—both in bull markets and 
on a secular basis. What more can 
a conservative investor ask for? 
Utilities of the type cited are 
sound long-pull investments now ; 
and are especially well suited 
for continuing accumulation via 
cumulative employment of sav- 
ings in them on a dollar-averag- 
ing basis. If pinned down to a 
single choice among them for a 
dollar-averaging program, we 
































INCREASES SHOWN IN RECENT EARNINGS REPORTS | 

1956 1955 
International Bus. Mach. Quar. Mar. 31 $3.65 $2.71 
M. & M. Wood Working Co. Year Feb. 29 2.34 1.71 
Grant (W. T.) Co. Year Jan. 31 3.72 3.36 
Oklahoma Natural Gas 6 mos. Feb. 29 1.51 1.10 
Walker (H.) Gooderham & W. 6 mos. Feb. 29 3.83 3.56 
Shamrock Oil & Gas Corp. Quar. Feb. 29 1.14 95 
Chesapeake & Ohio Rwy. Quar. Mar. 31 1.88 1.45 
Bangor & Aroostook R.R. 2 mos. Feb. 29 1.94 18 
West Penn Electric 12 mos. Feb. 29 2.07 1.90 
Mueller Brass Co. . Quar. Feb. 29 1.27 96 
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Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important—To Investors With $20,000 or More!) 


* 


, Management Service has earned 
the steady renewals of its clients (many have 
been with us 5, 10, 15 and 20 years) ... by 
helping them to build up their capital to a 
level where they enjoy financial independence 
...and by aiding them in the management of 
their funds, securely and productively, once 
they have reached retirement status. 


We offer you the most complete, personal 
investment supervision available today—fitted 
precisely to your own aims — and to today’s 
conditions and tomorrow’s outlook in this era 
of amazing scientific achievement, industrial 
advancement and investment opportunity. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a detailed 
report—analyzing your entire list—taking into con- 
sideration income, safety, diversification, enhance- 
ment probabilities—today’s factors and tomorrow’s 
outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in your 
account .. . advising retention of those most attrac- 
tive for income and growth . . . preventing sale of 
those now thoroughly liquidated and likely to im- 
prove. We will point out unfavorable or overpriced 
securities and make substitute recommendations in 
companies with unusually promising 1956 prospects 
and longer term profit potentials. 





* 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under the 
constant observation of a trained, experienced Ac- 
count Executive. Working closely with the Directing 
Board, he takes the initiative in advising you con- 
tinuously as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise instruc- 
tions as to why to sell or buy are given, together 
with counsel as to the prices at which to act. Alert 
counsel by first class mail or air mail and by tele- 
graph relieves you of any doubt concerning your 
investments. 


Complete Consultation Privileges: 


You can consult us on any special investment 
problem you may face. Our contacts and original 
research sometimes offer you aid not obtainable else- 
where—to help you to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of each 
transaction and help you to minimize your tax lia- 
bility under the new tax provisions. (Our annual fee 
is allowed as a deduction from your income for 
Federal Income Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete record 
of each transaction as you follow our advice. At the 
end of your annual enrollment you receive our audit 
of the progress of your account showing just how 
it has grown in value and the amounts of income it 
has produced for you. 








Fun information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE oF WALL STREET. A background of forty-eight years of service. 


90 BROAD STREET 


NEW YORK 4, N. Y. 








Film preview of a 
cigarette’s taste 


This, you'll agree, is one for the books. 


Painstakingly pasted to the strip of film are 
sample strands of Lucky Strike tobacco. In a 
moment the film will be run through a microfilm 
reader—shown in the insert photo—which pro- 
jects an image of the strands to a measure below. 

The purpose of this operation is to check the 
width of the tobacco shreds that go into your 
Lucky. Why all the fuss? It’s simple. If the 


strands were too coarse or irregular in size or 
too fine, they wouldn’t hold together in the cig- 
arette. They just wouldn’t burn right. And bits 
of tobacco would get in your mouth. In short, 
the taste would be impaired. 


This test and hundreds like it, carried on daily 
in the Research Laboratory of The American 
Tobacco Company, help keep Lucky Strike the 
cigarette of matchless quality. 


INCORPORATED 


FIRST IN CIGARETTE RESEARCH 
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would make it Florida Power & 
Light, despite the fact that the 
stock is premium-priced on a cur- 
rent basis, yielding only little 
over 2.8% at 4214 on the $1.20 
dividend, which probably will be 
raised again—for the tenth con- 
secutive year—later in 1956. 
Among the leading utilities, none 
has a more dynamic growth 
prospect. 


Stock Groups 

With the general market easing 
at this writing, few stock groups 
show special strength. They are 
principally aircrafts, auto parts, 
drugs, metal-fabricating and 
office-equipments. Under more 
than average pressure are agri- 
cultural machinery, baking, dairy 
produets, department stores, 
shoes and textiles. 


Eusy 

[It is much easier at present to 
see stocks that one does not care 
to recommend for buying—either 
because of sub-average or ques- 
tionable company prospects or 
because of advanced prices where 
prospects are favorable—than to 
find issues which appear to be 
particularly attractive on realis- 
tic evaluation. Whenever that is 
so to anything like the present 
extent, a somewhat cautious view 
on interim potentials for the gen- 
eral market is distinctly in order. 


Reynolds Tobacco 

Around 5434, as this is written, 
Reynolds Tobacco “B” was rec- 
ommended here earlier at lower 
levels on expectation of record 
1956 earnings, and of a boost of 
the $2.80 dividend to at least $3 
before the year-end. The rate now 
has been raised to $3.20, effective 
with the June quarterly payment. 
We continue to look for earnings 
between $5.50 and $6 a share, 
against $5.05 in 1955 and $4.19 
in 1954, which means attainment 
of new peaks for three consecu- 


tive years—through the period of 
the much-publicized medical link- 
age between cigarette smoking 
and lung cancer. The stock is 
priced at roughly 10 to 10.5 times 
earnings, against a ratio around 
14 for the Dow industrial aver- 
age; and yields about 5.8% on 
the new dividend, against a Dow- 
average yield of slightly 4%. It 
remains well worth holding in 
conservative income accounts for 
a reasonable price objective of 60 
or a little more. At 60, the yield 
would still be an above-average 
5.3%. 


ABC 


We have heretofore pointed 
out possibility—for patient buyers 
and holders—of substantial capi- 
tal gain in American Broadcast- 
ing-Paramount, based on_indi- 
cated potentials for growth of ad- 
vertising revenue of the com- 
pany’s telecasting network, which 
is the third largest but still far 
behind Columbia Broadcasting 
and National Broadcasting in 
hours of sponsored “time” per 
week. Desirable evening “time” 
on the major networks is heavily 
booked, while ABC has much of 
it available. Bearing on this, the 
“Omnibus” program, long one of 
the better Sunday afternoon fea- 
tures of CBS, has contracted to 
move to an evening spot on ABC 
next October. However, the long- 
run potentials for ABC are big- 
gest in new programs of sponsors 
who cannot get evening time on 
other networks. Last year, the 
company’s Paramount theatre- 
chain revenue fell almost 5% to 
$110.5 million, its TV-radio rev- 
enue rose about 15% to over $81 
million and sponsored telecast 
“time” nearly doubled. Earnings, 
probably wholly from the Para- 
mount division, were $1.87 a 
share, against $1.11 in 1954, the 
gain reflecting reduction of TV 
network loss and its shift to the 














Great Northern Rwy. 
Certain-teed Products 
Industrial Rayon Corp. 
Wayne Pump Co. 

New York Central 

Arnold Constable Corp. 
Louisville & Nashville R.R. 
Schenley Industries, Inc. 
Murray Corp. of America 
Northrop Aircraft 





DECREASES SHOWN IN RECENT EARNINGS REPORTS 


. 6mos. Feb. 29 -25 


1956 
Quar. Mar. 31 $ .34 
Quar. Mar. 31 58 
Quar. Mar. 31 1.40 
Quar. Feb. 29 -22 
Quar. Mar. 31 1.32 
Year Jan. 31 1.80 
2 mos. Feb. 29 1.81 


6 mos. Feb. 29 1.67 
Quar. Jan. 31 91 
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profit side late in the year. The 
TV contribution this year could 
mean profit approaching $3 a 
share; and network earnings are 
entitled to a relatively high mar- 
ket valuation because of growth 
potentials in nearby future years. 
(Columbia Broadcasting is priced 
at over 14 times 1955 earnings.) 
ABC dividends are on a $1.20 
basis, with a good chance for a 
material boost within this year. 
In a soft market, the stock is cur- 
rently at a new 1956 high of 29, 
against low of 245%, but remains 
under 1955 high of 3314. It will 
take considerable time for the 
company to attain maximum 
potentials, but the stock should 
tend to anticipate the prospect at 
least partially. A price above 40 
is not inconceivable within a 
couple of years or so. 


Leaders 

In recent days up to this writ- 
ing, stocks in strong demand in 
a reactionary market include: 
American Cyanamid, American 
Machine & Foundry, American 
Steel Foundries, Armco Steel, 
Boeing Airplane, Celotex, Clinton 
Foods, Columbian Carbon, Cur- 
tiss-Wright, Delaware & Hudson, 
General Railway Signal, General 
Refractories, Halliburton, Idaho 
Power, Keystone Steel, Lukens 
Steel, Mesta Machine, Murray 
Corp., National Acme, National 
Gypsum, New York Air Brake, 
Norwich Pharmacal, Parke, 
Davis; Raybestos, Revere Cop- 
per & Brass, Reynolds Metals, St. 
Regis Paper, Schering, Sinclair 
Oil, Textron, Vanadium, and 
Wheeling Steel. A fair number 
of these issues has been reeom- 
mended here earlier at lower 
levels. 


Laggards 

Stocks performing considerably 
worse than the general market 
at this time include: American 
Stores, Bond Stores, Case, Cela- 
nese, Cone Mills, Duplan, Ford 
Motor, Lowenstein, Marquette 
Cement, McCall, Minneapolis Mo- 
line, New York Shipbuilding, 
Studebaker-Packard, United Gas 
Corp. and Ward Baking. 


Mixed 

In the first quarter of 1956 the 
Dow industrial average had a net 
gain of less than 4.8%, or not 
much to shout about. At the same 
time around a third of all com- 
mon stocks listed on the New 


(Please turn to page 200) 











The Business Analyst 


WHAT'S AHEAD FOR BUSINESS? 


By E. K. A. 


The cutback in operations by such heavy-steel-using indus- 
tries as automotive and farm equipment, counted on by many 
business leaders to make steel easier to come by, has not 
worked out in accordance with widespread expectations. 
While it is true that automobile production is off sharply from 

the first four months of 1955 
K and tractor output has been 











USINESS ACTIVITY trimmed as much as 30%, 
PER CAPITA BASIS steel supply, for the most 
M W S INDEX part, remains extremely 

1935-39-100 tight. 
Major sufferers are im- 

240 - 

portant users of structural 
al | steel, oil country pipe and 

ae «! plates. 


Many of the early-year 
forecasts of an easing in 
steel demand have gone 


two! 


220 


— awry because they were 
overlooking the inventory 

2to buildup that lay ahead. The 
Crean steel lay-away in 1955 was 

Abo on the order of 5%, where- 


as this year the accumula- 
tion, in many instances, is 
twice as great. It is a rea- 
sonable assumption that the 
bulk of this inventory build- 
up stems from widespread 
fear of a steel strike, which 
could come on July 1 unless 
the steel industry is pre- 
pared to meet the demands 
of labor for wage and so- 
cial benefits. 

Yet another factor in steel 
accumulation by various 
manufacturers is the pros- 
pect that prices of the metal 
will go higher. If the steel 
industry grants a wage-and- 
fringe increase to its pro- 
duction employes, _ steel 
prices are certain to bound 
upward. Last summer, a 
wage increase to steelwork- 
ers was followed immedi- 
ately by a rise of more 
than $7 a ton in prices. 

Indeed, there is consider- 
able sentiment within the 
steel industry for a rise in 
prices even in advance of 
negotiations with the union. 
Not a few producers feel 






































that prices of their 
products should be 
advanced inde- 
pendently of labor 
costs, contending 
that the industry 
needs higher prof- 
its (already at a 
record level) to 
help defray the 
cost of its mam- 
moth expansion 
program. 

In any event, the 
current quarter is 
not expected to 
witness any letup 
in the demand for 
steel. The mills are 
operating full tilt, 
with many using 
obsolete facilities to cope with the wants of their customers. 
Production is so hectic that maintenance of facilities has be- 
come a major problem. 

Incoming orders range from 10% to 35% above the capa- 
city of the steel mills. Aggravating the situation are “wildcat 
strikes at steel plants around the country. These usually are 
caused by local grievances but, although they are unauthor- 
ized by the union chieftains, can be costly. Bethlehem Steel, 
as an example, was hit by a five-day strike early this month. 

In the light of the foregoing, business people scrambling 
for steel can see no succor before the third quarter, at the 
earliest. They are likely to sustain yet another shock, for while 
third-quarter output is likely to show a decline, much of the 
curtailment will be due to mass vacations plus extensive main- 
tenance and repair work at the mills. 

The difficulty, however, in looking beyond the second quar- 
ter arises out of the uncertainty involved in the negotiations 
with labor. A protracted strike would scramble the supply 
picture for many, many months to come. 

Ahead for business is a protracted period of shortages- 
and not just in steel. The scramble extends to other metals, 
notably aluminum, copper, nickel and manganese, to cite but 
a few. 

The situation, outlined in the foregoing, explains in large 
measure the action by the Federal Reserve and the commer- 
cial banks, which this month put their charges up to the highest 
levels in some years. As money tightens, the little companies 
will find it increasingly difficult to extend bank lines of credit. 
If they are still determined to go ahead, these concerns, in 
many instances, will be forced to pay exorbitant rates for 
money. In any event, sufficient numbers of these should be 
deterred to make the scramble for metals and other materials 
a trifle less hectic. 
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monetary brakes again in an effort to eliminate growing eco- 
nomic imbalances and concomitant inflationary pressures. On 
April 12, all 12 Reserve banks—except Chicago, which is ex- 
pected to follow suit in the near future—increased the cost to 
the member banks of borrowing from the Federal by raising 
the rediscount rate from the 22% level that had prevailed since 
November. Nine of the banks stepped up the charge to 2%4% 
while the San Francisco and Minneapolis Reserve Districts 
boosted their rate to 3%. The higher level may soon become 
general if last Summer's precedent is followed. 

The increase in the rediscount rate makes it clear that the 


| monetary authorities are worried by the big jump in borrow- 
) ing from the banks, necessitated by heavy business outlays for 
) capital expansion and inventory accumulation. Coming at a 
» time when certain key industries are working at capacity, the 


danger of another inflationary upsurge is apparent. Moreover, 


) inordinate stockpiling of goods in anticipation of price increases 


could boomerang, once immediate demand is satisfied, initiat- 


| ing or aggravating a subsequent letdown in the economy. 


Some observers are inclined to minimize the importance of 
the increase in Central Bank lending rate, on the grounds that 
the four previous increases of the past year had little effect 
on business. This conclusion ignores the fact that last year’s 
boom has given way to a sidewise movement in recent months, 
with tighter credit a likely contributor to this development. 
Furthermore, the current measures of restraint may be a great 
deal more effective than the earlier ones, in view of the de- 
creased liquidity of the member banks and their heavy indebt- 
edness to the Federal Reserve, which topped $1 billion in early 
April. 

The latest move by the Central Bank had immediate reper- 
cussions in the money markets. Leading banks raised the charge 
to prime borrowers by 14%, bringing this rate to 3°4%. Other 
short-term rates were boosted, too, and the Treasury had to 
pay the equivalent of 2.769% on its latest issue of 91-day 
bills, highest yield in 23 years. In the bond markets, prices con- 
tinued to decline in the two weeks ending April 16, with many 
issues selling at their lowest levels since 1953. New issues have 
been hard to move except where offering prices have been 
an obvious bargain. Large-sized offerings are scheduled for 
coming months, including $300 million to be raised by General 
Electric and $250 million by American Telephone & Telegraph. 
This has induced many investors to take to the sidelines for the 
present, secure in the knowledge that a sizeable supply of 
quality issues will be available later on. 


——_—Oo-—-—— 


TRADE—Retail sales were higher in March, according to the 
seasonally adjusted figures of the Commerce Department which 
registered a 2% gain over the previous month. The increase 
may have little significance, however, in view of the early 
Easter, which may have thrown seasonal adjustments out of 
kilter. The month’s gain over a year ago was 4%, although 
two components of the total dipped below March, 1955, levels. 
These were the automobile group and the retailers of lumber, 
building and hardware supplies. 
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HIGHLIGHTS 


MONEY & CREDIT—The Federal Reserve has stepped on the 
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INDUSTRY—Industrial output dipped slightly in March and the 
Federal Reserve Board's seasonally adjusted index declined one 
point to 142% of the 1947-1949 average. Output of durable 
goods was lower while production of non-durables and minerals 
held unchanged. The biggest slide-off was in consumer hard 
goods, which was down 2.9%, with cuts in auto production 
accounting for most of the decline. 


———_9o-——— 


COMMODITIES—Spot prices of leading commodities scored a 
good advance in the two weeks ending April 12, according to 
the Bureau of Labor Statistics’ index of 22 such commodities, 
which advanced 1.8% during the period, to close at 91.9% of 
the 1947-1949 average. This is the highest level the average 
has reached since February 1955. All major components of the 
index were higher in the latest period, led by raw foodstuffs, 
which advanced 2.6%. Industrial materials were up 1.1%, 
metals added 1.0%, fats and oils were 2.3% higher and textiles 
gained a nominal 0.1%. 


* * * 


CONTRACT AWARDS for new construction amounted to 
$2,382 million in March, according to FW Dodge Corporation 
(Please turn to following page) 


179 

















MILITARY EXPENDITURES—$b (e) _ 
Cumulative from mid-1940. 
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MONEY SUPPLY—$b 
Demand Deposits—94 Centers___ 
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New York City—$b 
343 Other Centers—$b____——— 
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Interest and Dividends__.__->_>___-—-__ | 
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Weekly Hours 





EMPLOYEES, Non-Farm—m (b) 
Government____ i sd 
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that ion OC. 
Weekly Wage ($)__— i Sac 
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0 ES en 
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RETAIL TRADE—$b** 
Retail Store sales (cd)- —— 
Ruesse Gaeta Tt. 
Non-Durable Goods——___-_--—S 
Dep’t Store Sales (mrb)_____ ae 
Consumer Credit, End Mo. (rb)_____ 





MANUFACTURERS’ 
New Orders—$b (cd) Total**_ 
Durable Goods_—__-_>_- >> 
Non-Durable Goods_ 
Shipments—$b (cd)—Totals**____ 
Durable Geods 
Non-Durable Goods____ 


BUSINESS INVENTORIES, End Mo.** 
Total—$b (cd) 











Manufacturers’ 
Wh | ] r 3 _ 
Retailers’ 





Dept. Store Stocks (mrb) 


BUSINESS ACTIVITY—1—pc 
(M. W. S.)—1—np 























Latest Previous Pre- 
Wk. or Wk. or Year Pearl 
Date Month Month Ago _—Harbor* 
Feb,” 3.1 3.1 3.0 1.6 
Feb. 618.0 614.9 577.8 13.8 
Apr. 10 278.1 276.3 277.1 $5.2 
Apr. 4 55.4 55.7 55.1 26.1 
Apr. 11 30.3 30.3 29.8 10.7 
Jan 67.6 68.7 60.8 16.1 
Jan. 114.3 109.6 97.8 29.0 
Feb. 313.1 312.7 293.2 102 
Feb. 216 216 200 99 
Feb. 50 49 49 23 
Feb. 28 28 25 10 
Feb. 18 18 17 10 
Feb. 14 14 16 3 
Feb. 167.0 166.7 164.2 133.8 
Feb. 118.2 118.1 116.9 101.8 
Feb. 65.5 65.8 63.3 55.6 
Feb. 23 2.9 3.2 1.6 
Feb. 2.9 2.9 3.4 3.8 
Feb. 62.6 62.9 59.9 51.8 
Feb. $5 5.6 5.1 8.0 
Feb. 57.1 57.3 54.9 43.2 
Feb 40.4 40.9 40.9 42.0 
Feb. 49.4 49.6 47.8 37.5 
Feb. 7.1 7.0 6.9 4.8 
Feb. 10.7 10.9 10.3 7.9 
Feb. 13.2 13.3 12.6 11.7 
Feb. 40.6 40.6 40.4 40.4 
Feb. 1.93 1.93 1.85 0.66 
Feb. 78.36 78.36 74.74 21.33 
Apr. 10 113.4 113.5 110.5 66.9 
Jan. 207.6 208.1 207.3 116.2 
Feb. 114.6 114.6 114.3 65.9 
Feb. 108.8 109.2 110.8 65.9 
Feb. 104.6 104.1 103.4 59.5 
Feb. 131.5 131.4 129.7 89.7 
Feb. 15.3 15.7 14.8 4.7 
Feb. 5.4 85 §2 1.1 
Feb. 10.0 10.2 10.0 3.6 
Feb. 0.89 0.94 0.86 0.34 
Feb. 35.3 35.6 29.5 9.0 
Feb. 27.8 28.1 24.8 14.6 
Feb. 14.3 14.7 12.2 7.1 
Feb. 13.5 13.4 12.7 7.5 
Feb. 26.5 26.4 24.6 8.3 
Feb. 13.3 13.1 12.0 4.1 
Feb. 13.2 13.3 12.6 4.2 
Feb. 83.5 82.8 77.3 28.6 
Feb. 46.8 46.3 43.3 16.4 
Feb. 12.5 12.4 11.7 4.1 
Feb. 24.2 24.1 22.4 8.1 
| Feb. 2.7 2.7 25 1.1 
Apr. 7 222.1 223.8 206.4 141.8 
Apr. 7 285.4 287.6 260.9 146.5 


PRESENT POSITION AND OUTLOOK 


(Continued from page 179) 


estimates for the 37 states East of the 
Rockies. Although the total was well 
ahead of February’s $1,860 million, it was 
a smaller February-March gain than had 
occurred in the past four years. Among 
the components making up the total, resi- 
dential contracts showed a welcome ac- 
vance to $1,105 million, 12% ahead of 
a year ago. Non-residential awards, at 
$881 million, were 16% above a year 
earlier while heavy engineering awards 
came to $395 million, 2% higher than 
March, 1955. Total contract awards in the 
first quarter of this year topped the cor 
responding 1955 period by 17%, augur 
ing a high rate for actual constructior 
activity this Spring. 


Manufacturers shipped 6,396,214 PAS- 
SENGER CAR TIRES to consumers in 
February, a 9.5% decrease from January 
and well under year-ago shipments of 
7,173,881 tires. Output in the latest month 


| amounted to 7,571,033, only 1.2% under 





January. With output well ahead of ship- 
ments, inventories have been mounting 


| rapidly and totaled 17,701,211 tires at 


the end of February. This was 7% ahead 
of a month earlier and a sharp 39% above 
a year ago. At current output rates, in- 
ventories may soon be getting top-heavy, 
calling for a reduction of production rates. 


Businessmen boosted their INVENTORY 
INVESTMENT by $700 million in Febru- 
ary, on a seasonally adjusted basis, the 
same high rate of accumulation that pre- 
vailed in January. The gain was most pro- 
nounced in manufacturing, where stocks 
were $500 million higher than a month 
earlier. The remainder of the increase was 
divided equally between the wholesale 
and retail trades. Total business sales in 
February came to $52.9 billion, un- 
changed from January but under the all- 
time peak of $53.2 billion set in De- 
cember. With sales moving sidewise, and 
inventories rising, the ratio of stocks to 
sales has been advancing strongly in re- 
cent months and has now returned to the 
same level as a year ago. The current high 
rate of stockpiling is a source of concern 
to many businessmen who are worried by 


| the possible effect on the economy, of the 


eventual cessation of such accumulation. 
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t 
— Ee Latest Previous Pre- 
t Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
K i Date _Month Month Ago _— Harbor* 
| | INDUSTRIAL PROD.-la np (rb) | Mar. 142 143 135 93 CASH DIVIDEND PAYMENTS by cor- 
i a 131 131 121 87 porations issuing public reports amounted 
Durable Goods Mfr.— : | Mar. 157 158 150 88 to $324 million in February, as against 
he || | Non-Durable Goods ea | Mar. 129 129 123 89 $260 million a year ago. February is typi- 
vigi- aie les ae aa aioe eet moet mts “ e 
ll | | CARLOADINGS-—t—Total | Apr. 7 685 725 663 933 — a month ~ be a ae 
OS |B] Misc. Freight___________ | Apr. 7 371 382 369 379 wi pone ye ¥ wth . ae f : 
ad S.A 8. €.8.— | age. F 62 62 62 66 annua! total in recent years. For the firs 
1g |f rancid two months of this year dividend payments 
t Grain cetemamenegiel Apr. 7 46 50 40 43 cate oOo: 
si- If — en | — ——= EE a came to $1,132 million, a 15.5% increase 
d- 2 ELEC. POWER Output (Kw.H.) m Apr. 7 10, 846 10, 992 9,663 3,266 from a year earlier. Payments by manu- 
of || | sort COAL, Prod. (st) m | on? 8.6 10.3 8.2 10.8 facturing corporations in the first two 
ot || Cumulative from Jan. 1 | Apr. 7 138.2 129.6 118.6 44.6 months were 15% higher than last year, 
ar |i Stocks, End Mo. : | Feb. 65.3 65.8 63.8 61.8 with above average gains reported by the 
5 — ahah oe | ——— : — oil refining, electrical machinery, nonfer- 
un apse um— - ™ ss . ov rous metals, paper and auto groups. 
he Cute Capt, Soy. © vias sia “4 Among nonmanufacturing groups, mar- 
Gasoline Stocks.  . Apr. 6 197 198 183 86 . . 
yr : . . " pe kedly higher disbursements were made by 
|) font Oe em. omemmanenmall s.cathr ” - . the mining, finance and railread industries. 
“ Heating Oil Stocks___._.____ | Apr. 6 61 63 62 55 
LUMBER, Prod.—(bd. ft.) m Apr. 7 251 254 254 632 ° ° . 
Stocks, End Mo. (bd. ft.) b___ Jan. 8.7 8.7 9.2 7.9 
STEEL INGOT PROD. (st) m | Mer. 10.9 10.1 10.0 70 | a eg Pan etvetins need in 
Cumulative from Jan. 1___ _ | Mar. 319 21.0 27.3 747 arch to 5,949 units, ighest figure since 
— a ——________—_ -_—— | November, 1953 and well ahead of Feb- 
S- ENGINEERING CONSTRUCTION ruary deliveries of 4,881 cars. New orders, 
in AWARDS—$m (en) Apr. 12 530 277 273 94 meanwhile, continued to shrink, dropping 
ry Cumulative from Jan. 1___ - | Apr. 12 6,560 6,030 4,975 5,692 to 1,618 in March, from 1,675 the previous 
of MISCELLANEOUS month. A year ago, producers received 
th Paperboard, New Orders (st)t______ | Apr. 7 380 291 289 165 new orders for 2,156 cars. With shipments 
er Cigarettes, Domestic Sales—b__ Jan. 34 27 32 17 far ahead of incoming orders, backlogs 
p- Do., Cigars—m- tee | Jan. 453 432 446 543 | dropped to 137,070 on April 1, from 
1g Do., Manufactured Tobacco (lbs.)m Jan. 16 13 16 28 141,437 a month earlier. 
at a Se 
id ~ Billions. e~ Census Bureau. cd— Cuma Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
ye (1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
n- tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compenso- 
y, tion for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. 
- st—short tons. t— Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
THE MAGAZINE OF ‘WALL ‘STREET COMMON ‘STOCK INDEXES 
| 1956 1956 
No. of 1955-56 Range 1956 1956 (Nov. 14, 1936 Cl.—100) High Low Apr. 6 Apr. 13 
Y Issues (1925 Cl.—100) High Low Apr. 6 Apr. 13 100 High Priced Stocks 237.6 180.6 237.6 233.9 
: 300 Combined Average _ 349.1 282.0 349.1 346.5 100 Low Priced Stocks 411.1 343.5 409.3 407.6 
1e 4 Agrledtucel implements 348.7 264.9 278.0 271. 5 4 Gold Mining 882.7 649.1 793.7 801.1 
2. 3 Air Cond. (‘53 Cl.—100) 116.0 87.0 113.8 109.8 4 Investment Trusts 165.0 140.8 165.0 163.4 
9 Aircraft (‘27 Cl.—100) .... 1205.5 871.7 1136.4 1160.3 3 Liquor (‘27 Cl.—100) 1155.7 961.3 1025.5 1035.6 
wil 7 Airlines (‘27 Cl.—100) 1263.6 971.2 1044.3 1044.3 9 Machinery 432.1 317.7 428.2 428.2 
ks 4 Aluminum (‘53 Cl.—100) 451.9 191.1 451.9 444.5 3 Mail Order 234.1 159.3 208.5 208.5 
th 6 Amusements ... 180.6 147.0 161.3 164.4 4 Meat Packing 157.2 1128 1559 153.2 
15 9 Automobile Accessories 373.7 308.3 373.7 370.1 5 Metal Fabr. (‘53 Cl.—100) 209.4 155.9 207.6 209.4H 
6 Automobiles ; 55.8 44.3 51.7 51.7 10 Metals, Miscellaneous 464.9 358.2 460.6 464.9 
” 4 Baking (‘26 Cl.—100) 30.6 27.8 28.1 28.1 4 Paper 1238.8 767.1 1238.8 1217.8 
in 3 Business Machines 1019.3 657.4 1019.3 1010.3 22 Petroleum 837.7 590.0 837.7 810.0 
— 6 Chemicals was | 466.6 652.3 634.3 21 Public Utilities 261.5 234.8 258.9 256.4 
I- 4 Coal Mining 23.5 14.8 22.9 22.0 7 Railroad Equipment 93.3 73.4 91.5 92.4 
4 Communications 116.6 100.7 113.3 111.2 20 Railroads 80.5 64.7 79.7 79.7 
e- F COMOWCRIOR ........ccrcsccccsscccsees 130.4 106.4 136.4 134.0 3 Soft Drinks 565.7 459.9 528.9 523.6 
id 7 Containers . 807.9 675.1 807.9 785.1 12 Steel & Iron 333.7 219.2 333.7 333.7 
to 7 Copper Mining 361.3 222.2 340.4 340.4 4 Sugar 68.8 56.1 65.0 65.0 
2- 2 Dairy Products . . 127.0 180.7 112.9 110.5 2 Sulphur 964.0 813.2 922.8 913.7 
6 Department Stores . 100.2 80.0 90.9 88.1 11 Television (‘27 Cl.—100) 47.3 40.1 42.3 41.9 
- 5 Drugs-Eth. ('53 Cl.—100) 196.6 129.6 187.8  196.6H 5 Textiles 188.9 148.4 1733 177.0 
jh 6 Elec. Eqp. (‘53 cl. —100) ......_ 209.9 151.3 209.9 208.1 3 Tires & Rubber 201.0 137.8 199.1 191.8 
n 2 Finance Comp 651.1 565.1 583.9 577.9 5 Tobacco 95.7 81.9 93.9 93.9 
y 6 Food Brands oo «01.6 256.2 301.6 298.7 2 Variety Stores 315.0 286.9 295.9 293.0 
wf IEE oivesicsenicrcrcscmceen eae 173.7 167.2 173. 7H 15 Unclassif’d 49 Cl. —100) 158.1 141.9 153. 8 153. 8 
H—New High for 1955-1956. 
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Trend of Commodities 





Futures markets displayed strength in the two weeks ending 
April 17 and the Dow-Jones Commodity Futures Index ad- 
vanced 3.16 points, to close at 154.54. The President's veto 
of the farm bill put no damper on prices because of his simul- 
taneous promise to set 1956 support loans at no less than 
822% of parity. May advanced 6 cents in the period under 
review to close at 2362. Current “free” supplies of wheat are 
scarce, especially at Chicago and this explains the strength 
in the nearby option. During the same period the new crop 
July future lost 134 cents. The announcement that the 1956 
support loan would be fixed at a national average of $2.00 
instead of the $1.81 level previously set, strengthened the 
market temporarily, although profit-taking appeared on the 
way up. The Department of Agriculture has estimated that the 
winter wheat crop would total 717 million bushels, based on 


April 1 conditions. This was somewhat under trade expecta. 
tions and indicates that growing conditions were poor this 
winter. However, crop forecasts at this early date are apt te 
be at wide variance with the actual harvest, depending on 
weather conditions in the interim. Large supplies of 1955 corn} 
are going into the loan with 341 million bushels so impounded| 
through March 15 compared with 158 million bushels of the 
1954 crop in the similar 1955 period. If entries into the loan 
continue at this rate, free supplies could become scarce. The 
Administration announced that loans on 1956 corn would be 
set at $1.50 a bushel rather than $1.40 level set by Secretary 
of Agriculture Benson and this helped the more distant options. 
Nearby cotton options were little changed in the two weeks 
under review. The May future gained 8 points while the July 
option lost 12. 





WHOLESALE COMMODITY PRICES 











































































































U. S. DEPARTMENT OF LABOR INDEX OF 22 BASIC COMMODITIES 
Spot Market Prices — 1947-1949, equals 100 


Date 2 Wks. 3 Mos. 1 Yr. Dec. 6 
Apr.12 Ago Ago Ago 1941 
22 Commodity Index 91.9 90.3 89.2 90.3 53.0 
9 Foodstuffs 80.9 78.7 74.1 86.9 46.5 
12 Raw Industrial 100.3 99.2 101.2 925 58.3 








RAW MATERIALS SPOT INDEX 
OCT NOV. DEC. JAN. FEB. MAR APR. 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


19554 1954 1953 1951 1945 1941 1938 1937 

High 169.0 154.4 162.2 215.4 117.7. 88.9 57.7 86.6 

Low 153.6 147.8 147.9 1764 98.6 58.2 47.3 54.6 
182 
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ALL COMMODITIES 
1947-49 — 100 120 
120 t 
i J rar _* NON-FARM. PRODUCTS 
100 ee a “ 
. 
90 A 
80 | 9 
105 — 
70 dag | ate FARM PRODUCTS 
80 
60 1949 1950 195] 1952 1953 1954 1955 1956 19s68 1956 








Date 2 Wks. 3 Mos. 1 Yr. Dec. 6 
Apr.12 Ago Ago Ago 1941 
5 Metals 130.1 128.9 128.7 107.2 54.6 
4 Textiles 80.2 80.1 80.8 85.0 56.3 
4 Fats & Oils 67.7 66.2 62.9 66.3 55.6 
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Average 1924-26 equals 100 
1955-6 1954 1953 1951 1945 1941 1938 1937 
High 173.6 183.7 166.5 2145 958 743 658 93.8 
Low 150.4 167.3 153.8 174.8 83.6 58.7 57.5 647 
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The 


Personal Service Department of THE MAGAZINE OF WALL STREET 


wil! answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





General American Transportation 


“As I am retired, I am interested in 
stable income return. I am interested 
in receiving information on General 
American Transportation as to sales, 
earnings and outlook and dividends.” 


B. E., Albuquerque, N. Mex. 


General American Transporta- 
tion receives revenues from leas- 
ing over 62,000 freight cars and 
from its terminal facilities; it 
also has diversified revenues from 
manufacture of heavv _ steel 
equipment, industrial plastics, 
self-tapping screws. and chemi- 
cal nickel-plating. Earnings have 
shown a steady rise in each of the 
past five years and the outlook 
continues favorable. Consecutive 
dividends have been paid since 
1919. The shares have been at- 
tractive to those seeking steady 
income and the stock has en- 
hanced also in value over recent 
years. 

Net income of General Ameri- 
can Transportation for 1955 was 
$12,941,456, or $5.24 per share on 
2,381,079 shares of common 
stock outstanding as of the close 
of the year. These figures com- 
pare with earnings of $11,380,- 
466, or $4.79 per share in 1954, 
on the basis of 2,373,816 shares 
outstanding as of the close of 
that year. Total sales increased 
from $156,231,502 in 1954 to 
$167,878,609 in 1955. 

The service divisons continued 
their growth in diversification. 
APRIL 


28, 1956 


Both divisions, with new freight 
car equipment and storage ter- 
minal facilities to be built to meet 
the requirements of contracts 
now signed, will have an appreci- 
able growth in 1956 and in all 
likelihood will continue this 
growth well into 1957. 

As of January 1, 1956, more 
than 41,000 cars or two-thirds 
of company’s leasing lines were 
free of debt. After retirements 
and other dispositions, Freight 
Car Leasing Division had a net 
increase of approximately 600 
cars. The Storage Terminal Di- 
vision had increased its capacity 
by 35,000,000 gallons, and this 
division likewise showed a trend 
toward the handling of higher 
income products. 

The various divisions of the 
company showed good increases 


last year and the outlook for 
1956 continues favorable. Re- 
search and development have 


grown in scope from the many 
active projects in the field of 
transportation equipment, mater- 
ial conveying, process equipment, 
plastic and others. The company 
feels confident it will develop 
some products manufactureable 
in its own shop facilities for the 


many diversified fields it now 
serves. 
Dividends in 1955 totaled 


$2.8214 per common share and 70 
cents is the current quarterly rate. 


Pittsburgh Plate Glass Co. 


“As a subscriber to your valued pub- 
lication, I would appreciate your review 
of Pittsburgh Plate Glass Co. 
please include company’s expansion 


program.” H. J., Baltimore, Md. 


Pittsburgh Plate Glass Co. is 
one of the two largest producers 
of glass, selling to the building 
and automotive industries. It is 
well-diversified in the chemical 
and paint industries. With a con- 
tinuing high rate of consumption 
of window and architectural glass 
by the construction industry, 
prospects for the current year 
appears favorable, plus further 
growth in the company’s fiber- 
glass division. 

Sales of Pittsburgh Plate Glass 
for 1955 reached a record total 
of $581,966,244 and this total was 
up approximately 35° from the 
preceding year when sales were 
$431,016,283. 

Net earnings amounted to $61,- 


and 


433,716 or $6.26 per share as 
compared with $38,637,629 or 


$4.18 per share for 1954. Pitts- 
burgh Plate’s consolidated report 
for 1955 includes for the first 
time sales and earnings of Cana- 
dian Pittsburgh Industries, Ltd., 
a wholly-owned Canadian subsidi- 
ary with a window glass manu- 
facturing plant, four paint plants 
and a merchandising division 
with 46 branches located through- 
out Canada. 

In the past decade the com- 
pany has spent or authorized 
$333,000,000 for enlarging and 
improving its facilities. In these 
ten years sales increased over 
215° —from $184,660,940 in 1946 
to $581,966,244 in 1955. Total as- 
sets more than tripled during the 
10-year period and total cash 
dividends were up 123%. 

Sales to customers continued 
throughout the year at a record 
pace. Demand for Columbia- 
Southern Chemical Corp.’s basic 
and derivative chemicals moved 
ahead, reflecting the high tempo 
of industrial activity. This com- 
pany is a wholly-owned subsidi- 
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ary of Pittsburgh Plate Glass Co. 
The paint and brush division’s 
sales of paint and enamels ex- 


ceeded those of any previous 
year. This demand has continued 
into 1956. Sales of cement, plas- 
tic, and fibre glass increased and 
markets are expected to continue 
strong. The merchandising di- 
vision, which added 11 stores in 
1955 handled a record volume of 
sales. 

The unprecedented demand for 
plate and window glass from the 
company’s major customers—the 
furniture and mirror, automotive 
and building construction indus- 
tries—which started in the fall 
of 1954 was maintained through- 
out 1955 creating an extremely 
tight supply of flat glass and flat 
glass products. This is part of a 
world-wide shortage of flat glass 
which has developed in the wake 
of the improving economy of Eu- 
ropean and other nations. The 
company operated its seven ex- 
panded plate and window glass 
plants seven days a week on an 
around-the-clock schedule to sat- 
isfy the unprecedented domestic 
demand. 

The company is now working 
on several important develop- 
ments in flat glass manufactur- 
ing and processing which, it is 
expected, will improve sevcral 
phases of glass technology and 
will provide the company with 
the most advanced and efficient 
mass-production lines in the in- 
dustry. Extensive studies were 
undertaken during 1955 to de- 
velop plants to add still more 
plate and window glass produc- 
tion by either expanding existing 
glass plants or constructing com- 
pletely new facilities at other lo- 
cations. 

The major markets for the 
company’s products have contin- 
ued firm. Building constructions, 
including residential, commercial 
and industrial, appear to be sta- 
bilizing at a higher level with 
continued emphasis on expanding 
use of glass in all types of struc- 
tures. Larger windshields with 
complex, compound curves for 
improving styling, greater driv- 
ing comfort and safety are being 
offered in the automotive indus- 
try. Thus the outlook for the cur- 
rent year continues favorable. 

Dividend payments in 1955 to- 
taled $2.50 per share plus 5% in 
stock; 55 cents was paid in the 
first quarter of the current year. 
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Rheem Manufacturing Co. 


“About six months ago, I subscribed 
to your Magazine. I have heard that 
Rheem Mfg.’s earnings declined in the 
past year, can you please explain this 
and also present pertinent data on the 
company?” K. H. Washington, D.C. 


Rheem Manufacturing is a 
leading producer of steel cylin- 
ders and a wide variety of gas- 
fired, electric and oil burning wa- 
ter-heaters, together with room- 
conditioners. It also produces or- 
dinance and aircraft component 
items. 

Sales and earnings of Rheem 
for 1955 were lower than the 
level for 1954 largely because of 
a decline in sales to the govern- 
ment. 

Net earnings for last year were 
$5,243,580, compared with $6,- 
026,852 in 1954. On the 1,634,263 
common shares outstanding at 
the end of the year, this amount- 
ed to $3.10 per share after pro- 
vision for preferred dividends. In 
1954 earnings were $3.67 on the 
1,541,648 shares then outstand- 
ing. 

Income from operations for 
1955 was $4,937,735 compared 
with income from operations in 
1954 of $5,353,952. 

Sales for 1955 were $160,619,- 
990, only slightly below the 1954 
level of $163,623,302. Commer- 
cial products sales exceeded 1954 
total by $20,580,958. Sales to the 
military, however, dropped $23,- 
584,270. 

Rheem’s foreign operations, 
embracing 17 plants in 11 coun- 
tries, contributed an additional 
$27,000,000 in sales. 

The trend of declining sales to 
the Government has been re- 
versed in the final months of the 
year, as the Government Products 
Division had acquired several 
contracts. The division entered 
1956 with a backlog of $44,000,- 
000. 

The company’s commercial 
products are linked to the petrol- 
eum, chemical, food and automo- 
tive industries and an increasing- 
ly high proportion of its products 
are directly related to home con- 
struction and remodeling, which 
have enjoyed unprecedented pros- 
perity in recent years and for 
which the outlook continues 
promising. 

Rheem expects sales will ex- 
pand in 1956 but indicated this 
increase would not immediately 
be translated in increased earn- 
ings. 

The recent merger with Rich- 
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mond Radiator Co. rounds out 
Rheem’s line of plumbing prod. 
ucts with the additions of vitre. 
ous china and cast-iron bathroom 
and kitchen fixtures, and the in. 
troduction of a new air-condition. 
ing unit. Increasing sales of com. 
mercial products are expected t 
offset reduced military orders. 
Dividends in 1955 totaled $2.4( 
per share and 60. cents has been 
paid quarterly thus far this year, 


Foremost Dairies 

“Your magazine has stated that 
Foremost Dairies has been active i 
acquiring other firms in recent years 
and that the company’s growth recor 
in its industry has been good. Wi! 
you please furnish recent data on th 
company and also show working cap.ta 
postion?” B. C. Springfield, N.J 


Through a series of mergers in 
recent years, Foremost Dairies 
has grown from a moderate-sized 
company operating in eight 
southern states to the third larg- 
est member in the industry with 
units in 30 states and serving 
foreign markets as distant as 
Japan and Okinawa. An excep- 
tional growth record has_ been 
achieved in a stable industry. 

Foremost Dairies, Inc., and sub- 
sidiaries, had consolidated net 
sales of $388,068,990 for the year 
ended December 31st, 1955, as 
compared with $247,379,029 for 
1954. Profits before taxes was 
$16,447,881, as against $10,334,- 
021 in 1954. 

Net income, after taxes for 
1955, totaled $8,637,038, and com- 
pared with 1954 net earnings of 
$6,101,920. The net earnings ap- 
plicable to common stock after 
deducting preferred dividends 
amounted to $7,744,782 in 1955 
as compared with $5,541,333 for 
the preceding year. 

As of December 31, 1955, net 
working capital amounted to 
$44,055,040, an increase over 
year-end 1954 of $18,829,553. 

During the past year, in order 
to simplify the company’s capital 
structure, all of Foremost’s pre- 
ferred stocks, together with the 
first preferred of its subsidiary, 
Philadelphia Dairy Products, 
Inc., were called for redemption. 

This simplification was accom- 
plished through the sale of $20,- 
000,000 of 414% subordinated 
debentures at $105, plus accrued 
interest and the use of available 
general treasury funds. Impor- 
tant financial advantages will ac- 
crue to the benefit of Foremost 
common stockholders from these 
transactions, it is expected. 
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Symbol of Service 
Throughout the World GRACE CHEMICAL RESEARCH AND DEVELOPMENT COMPANY DIVISION © GRACE LINE INC. 





by —s i 4 
Ng = 
CHEMICALS— Sales and profits of all chemical divi- 
sions of W. R. Grace & Co. surpassed those of any 


previous year. Within the past five years the Com- 
pany has become a growing factor in the nation’s 





1955 was a good year for W. R. Grace & Co. Increased earnings and sales, 

r. * : - * 1 flo. a LATIN AMERICA— Paper manufacture from bagasse 
together with a substantial expansion of production facilities, reflect the ~aieet Maa Cdeaineele duke ane ai tatear Gate 
steady progress the Company is making in carrying out its far-reaching enterprises in South America which reported ene 

y oid couraging growth in 1955. 
plans for the future. Sales and profits of the chemical divisions reached 
an all-time high, with important contributions to a successful year by all 
the varied Grace enterprises. 
During the past five years W. R. Grace & Co. has more than doubled 
in size. The latest developments in this outstanding growth story are 
covered in our Annual Report for 1955. 





Highlights of the Year’s Operations 


TRANSPORTATION — The building of two new cruise 





Year Ended December 31, 1955 1954 ag = age Phy ot ede a 
Sales and Operating Revenues. ............0.0eee0e8- $427,066,329 $413,401,905 emphasizes Grace’s strong position in inter- American 
PINs oo 5s iar tenes nein sahasbenw ane $ 18,780,394 $ 14,794,326 transportation. 
ove ¢  unlUt ke 
Puckeered Diiwadionile POG «.oo.5c. 5 6o0ccs20ccccvccceces $ 960,000 $ 960,000 
ee | a a ee $ 8,473,117 $ 6,473,299 
Per share—at rate of $ 2.00 $ 1.75 
IE 5 cad seduce ccsesaudianesacaciien $129,8415,130 $112.206.211 
Ratio of Current Assets to Current Liabilities......... 2.5 tol 2.5 to 1 
Fixed Assets, Less Depreciation. ............+ess00+: $138,568,405 $130,776,657 
NN IG oii esis sine nos so senvenvaasaies $195,224,376 $179,960,386 
Number of Common Shares Outstanding.............. 4,284,831 4,119,493 
Number of Common Stockholders. ............ ees 16,623 13,697 
Number of Employees. .........cccceccccsosees ne 44,505 41,352 puensenn anim Gueneet~Ceese Melon! Bask 


and Grace subsidiaries in insurance and outdoor 
advertising had record sales and operating revenues 
in 1955. 


GROWING WITH GRACE 


W.R. GRACE & CO., backed by a century of experience in business 
and industry, continues to move ahead—in chemicals, agriculture 
and manufacturing . . . in widespread Latin-American enterprises 
...in world trade, transportation and finance. 


CRYOVAC COMPANY DIVISION « DAVISON CHEMICAL COMPANY DIVISION 
\ DEWEY AND ALMY CHEMICAL COMPANY DIVISION e DEWEY AND ALMY OVERSEAS COMPANY DIVISION 
FOSTER AND KLEISER COMPANY « GRACE CHEMICAL COMPANY DIVISION 


GRACE NATIONAL BANK OF NEW YORK « POLYMER CHEMICALS DIVISION ¢ SOUTH AMERICAN GROUP 







For the complete story on 

Grace operations during 1955, 

write Dept. MW, 7 Hanover Square 
wo * a for a copy of the Annual Report. 


Executive Offices: 7 HANOVER SQUARE, NEW YORK 5 











Foreign Goods 
Challenging U. S. Products 





(Continued from page 155) 


foreign manufacturers can pro- 
duce, pay ocean freight and still 
profitably sell below our bare pro- 
duction costs. This is true of too 
many industries to catalog com- 
pletely here. In some areas, elec- 
tronics, aircraft, automative, re- 
frigeration—to name a few—mass 
production techniques give this 
country an advantage. The ques- 
tion is: How long can we main- 
tain the superior position? There 
can be no clear-cut answer in 
terms of years, but through our 
various programs of technical aid 
the U. S. has been exporting a 
large amount of its productive 
“know how.” Beneficiaries of this 
assistance have been far from 
slow in learning, thus facing us 
with greater competition in the 
future. 

At this point some concrete 
illustrations of the results of 
foreign competition which stem 
directly from foreign and domes- 
tic wage differentials may be of 
interest. Recently, the Depart- 
ment of Interior called for bids 
on a low-speed hydraulic turbine 
for installation in a Far-West 
irrigation project. The low 
American bid was roughly $250,- 
000, F. O. B. San Francisco (point 
of manufacture). An Italian 
heavy electrical goods manufac- 
turer’s bid was just under $110,- 
000, delivered to the interior of the 
State of Washington. Workers in 
the Italian plant have an average 
daily wage of $3.09—the U. S. 
workers enjoy, through binding 
contract, an average daily wage 
of $20.16! In this particular in- 
stance, the American firm got the 
contract because it was in better 
position to render future re- 
‘pair services of an emergency 
nature. There have been instances 
whereby English manufacturers 
of heavy electrical equipment won 
contracts for generators and tur- 
bines installed at Federal power 
installations with bids 8% to 
30% under the lowest American 
offer. Even with this disparity, 
the English firms were making 
profits which would fall within 
our former “excess” category for 
the reason that English wage 
scales in this industry are ap- 
proximately 60 per cent below 
those prevailing in the United 
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States of America! 


In another heavy goods indus- 
try can be cited the purchase of 
100 steam locomotives for India. 
Under a Foreign Cooperation Ad- 
ministration agreement, we pre- 
sented the India Railways these 
“iron horses.’’ Bids were re- 
quested here and abroad. The re- 
maining steam locomotive plant 
in the United States submitted a 
bid of slightly more than $180,000 
per locomotive. Foreign bids— 
coming from Japan, Austria, 
Italy, Germany and England— 
ranged from $81,000 to $130,000 
per unit! Why? Wages in the 
American plant—fixed by contract 
—ranged from $18.63 to $24.20 a 
day; in the foreign plants the 
range was from $2.23 to $4.87 a 
day. In this instance, after tre- 
mendous pressure—both from 
Congress and the _ public —the 
American firm was awarded a 
eontract for 50 of the locomotives 
because of “depressed employ- 
ment conditions” in the area 
where they would be built. 


Finished products do not com- 
prise the bulk of our imports; 
raw materials make up about 
55%, the remainder—finished 
goods—covering a wide field: 
watch movements, bicycles, cam- 
eras, optical goods, textiles, news- 
print, cordage, processed foods, 
wine, pottery, liquors, coffee—to 
name but a portion. Some of these 
—notably newsprint and coffee— 
offer no serious competition to 
U. S. industry. We have to turn 
to foreign markets for these for 
the reason that domestic produc- 
tion does not exist or is entirely 
too low to meet domestic demand. 
Estimates of our total imports 
for the current year are at $12 
billion, 45 per cent of which 
(finished goods—$5.4 billion) will 
be in direct competition with our 
own manufactures. This figure— 
$5.4 billion—seems relatively small 
when one considers our manufac- 
tures for 1956 are expected to 
hit $104 billion. Nevertheless, in 
that $5.4 billion are the life or 
death of many industries across 
the nation. Many of them are 
small, but in the aggregate they 
represent hundreds of thousands 
of jobs and many thousands of 
homes and bank accounts. In 
brief, they are the “very all” of 
more families than can be esti- 
mated. 

What is the answer to the prob- 
lem? Congress wants to know 
how can we protect industries, 
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yet retain foreign markets? If thy 
reader or the author could comp 
up with the answers, a great serv 
ice would be rendered the Uniteg, 
States and the World. There if 
legislation on the books designe 
to bail out those industries hit by 
foreign competition, but not sug} 
gesting the means of retainin 
the friendship or trade of thos 
nations which would be econcmi 
cally hurt by such _ protectiy 
measures. 

The Reciprocal Trade Agee 
ment Act authorizes the Presic en 
to impose restrictive quotas an 
time he finds imports damaging 
an essential industry. Under thd 
same Act, he can raise tariffs fo; 
protection of an American inc us} 
try. The Administration, how 
ever, seems disinclined to exer: is¢ 
these powers. President Eisen. 
hower has approved only three o/ 
nine tariff hikes recommenilei 
by the Tariff Commission, «ni 
has imposed no restrictive quota: 
on raw materials (notably resi- 
dual and crude oils) which offer 
competition to our own oil in. 
dustry and to the bituminous ca 
industry. In this area is found one 
of the serious dilemmas of reci- 
procal trade which is without 
ready answer. To restrict resid a! 
imports would be to offend Vene. 
zuela, lush Latin American mar. 
ket for U. S.-built automobiles, 
television sets, electrical appli. 
ances and a host of other goods, 
available (equally by barter) 
from European or Soviet sources 
Yet experts of the bituminous 
coal industry insist residual oil 
imports have idled approximately 
100,000 miners in the past five 







years, only a negligible portion off” 


whom have moved into other em- 
ployment. A cut-back on crude 
imports, most of which come from 
the Middle East, would jeopardize 
United States position in an area 
where we are desperately striv- 
ing to thwart Communist influ- 
ence. Thus it is seen that recipro- 
cal trade has ramifications other 
than dollars and domestic employ- 
ment. 
Parenthetically, it is forecast 
that no Executive action will be 
taken to restrict imports of resi- 
dual or crude oils, although the 
Reciprocal Trade Agreements Act 
invites such restrictions on Presi- 
dential finding that a natural 
resources industry—vital to de- 
fense—is damaged by imports. 
Domestic production of crude con- 
(Please turn to page 200) 
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PAYMENT OF 118th COMMON STOCK DIVIDEND 


Payments have been made each year for more than 28 years 
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Miorris 


These Philip Morris products reflect the dynamic changes taking place in 
the cigarette industry. To meet these changes Philip Morris has pioneered 
in introducing broad-scale product and package research. Over half of present 
sales reflects the volume done in products not produced or marketed by 
Philip Morris three years ago. These are: Philip Morris, king size; Marlboro, 
popular-priced filter-tip cigarette; and Parliament, filter mouthpiece king 
and regular size cigarettes. 





COMPARISON OF EARNINGS 





3 MONTHS ENDED: MARCH 31, 1956 


NET SALES 
NET INCOME AFTER TAXES 
EARNINGS PER COMMON SHARE 





1956 1955 
$72.218.615 $57.424.203 
2.530.436 1,849,992 
$0.79 $0.55 








NEW MARKETING STRATEGIES 

Marketing strategies are being affected 
by the increasing importance of super- 
markets and vending machines. While the 
supermarket sale is a carton sale and 
the vending machine sale is an individual 
package sale, both outlets share a com- 
mon denominator—self-selling. Thus, the 
objective in research is to develop prod- 


ucts with built-in sales appeal. 


NEW PRODUCTS 


The two years of research on marketing, 
product, and packaging that preceded the 
introduction of Marlboro filter-tip cigar- 
ettes have led to their wide acceptance on 
all counts. Marlboro has been packaged 
in a red, white, and midnight blue crush 
proof flip-top box, the first major cigarette 
package improvement since cellophane 
Among filtered cigarettes, Marlboro is the 
leader in New York and gaining every- 


where in the United States. 
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earnings to many companies. De- 
pletion charges on new oil have 
followed the same upward course. 
Since the industry has managed 
to keep inventories in fair bal- 
ance and demand has been at high 
levels since the end of the 1954 
economic recession, prospects for 
a price increase would appear to 
be fairly good. At the very least, 
they are better than in the clos- 
ing months of last year, when the 
consensus showed little sentiment 
for a price hike. 


Non-Ferrous Metals Soar 


While the emphasis here has 
been on steel, the most important 
of the metals, the non-ferrous 
metals have bounded upward in 
even more spectacular fashion. 
In the case of copper, the recent 
price drop has been ‘almost as 
startling. On balance, however, 
copper has enjoyed a considerable 
advance in recent months and, 
over the past few years, has 
roughly doubled in price. Indeed, 
the soaring copper price has 
caused many important users of 
the red metal to look about for 
substitute materials. Western 
Electric Co., the manufacturing 
subsidiary of American Tele- 
phone & Telegraph and a major 
customer of the copper people, 
has been working with aluminum 
cable to show its displeasure. 
Other top manufacturers of elec- 
trical equipment also have been 
using greater quantities of alu- 
minum in place of copper. 

Not that aluminum prices have 
remained on an even keel—far 
from it. Aluminum Co. of Amer- 
ica, Reynolds Metals, Kaiser Alu- 
minium and Aluminium, Ltd. 
recently increased the price of 
aluminum pig, ingot and mills 
products by 114 cents a pound. 
The rise was attributed to the 
need to keep up with increasing 
production costs. Labor costs, as 
a single example, are rising, as 
evidenced by a new contract writ- 
ten recently by Alcoa, granting a 
7-cent hourly wage boost, retro- 
active to last August. 

As with other industries cited, 
the aluminum plaint goes beyond 
labor. Aluminum producers also 


hold that price increases are es- 
sential to help defray the cost of 
financing new capacity. They fall 
back on the familiar argument 
that aluminum prices have lagged 
far behind the cost of new plants, 
the prices of materials and the 
upsurge in transport costs. 

Aluminum, despite prices rises, 
remains in an enviable competi- 
tive position vis a vis copper, 
being about one-half the price of 
the red metal and its lighter 
weight makes it about one-fourth 
of the price per cubic foot. 


The Helped And the Hurt 


Steel, copper and aluminum 
producers appear to be the least 
concerned by the price spiral. 
With demand outrunning supply, 
they are in an excellent position 
to offset higher wage-material 
costs. On the other hand, the 
fiercely competitive automotive 
industry, the best customer of the 
metals producers, has_ scant 
chance of offsetting increased 
costs. While it is true that many 
1956-model cars reflected higher 
list prices, “list”? means little in 
the current automobile market. 
While distributors and dealers in 
these vehicles have to pay the 
higher prices laid down by manu- 
facturers, the system of offering 
bonuses to dealers, a widespread 
practice, indicates that the auto- 
makers are not immune to the 
“cut rates” that predominate. 

Appliance manufacturers, 
another important customer of 
the metals producers and saddled 
with a high-labor-cost factor, are 
keenly aware of the squeeze aris- 
ing from the price spiral. General 
Electric has called attention to 
rising costs of materials, notably 
copper. Other companies in this 
field are feeling the pinch more 
than giant GE, which has fought 
the battle of rising labor, trans- 
port and material costs by plow- 
ing over $1.1 billion into expan- 
sion and modernization during 
the postwar period. It adds up to 
a tremendous competitive margin 
for GE. 

Master Electric Co., a maker 
of a wide range of motors, has 
been hard hit by the spiral. Last 
year, the company attained the 
highest level of operations in its 
36-year history. Shipments of $21,- 
304,000 were 14.5% greater than 
in 1954. But, due to substantial 
advances in the cost of materials 
and labor, Master showed no im- 
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provement over the $1,356,000, 
$2.24 a share, earned in 19} 
The company says “1956 earning 
should be on a more equital) 
basis, provided further increas 
in the market prices of materi, 
and labor do not become burde 
some.” Meanwhile, the compa 
is taking no chances—the dividen 
has been reduced this year to 4 
cents for the first quarter, on 
pared with 40 cents disbursed ; 
quarterly intervals in 1955. 


Tougher Position Toward Lc bo} 


In the field of electrical 1 ro 
ucts and appliances there hd 
been a noticeable stiffening t 
ward labor demands—the oy 
place where a company retains 
measure of control. There sn 
much it can do about rising m; 
terials and transport costs. Th 
bitter five-month-long strik: 
Westinghouse Electric Cory. | 
too fresh in memory to need dj 
tailing here. All Westinghoud 
wanted was a retention of :o 
trol over production costs an 
a long-term contract with th 
unions that would permit. thi 
“ailing giant” to compete on bel 
ter terms with GE and the o‘he 
leaders in the field. 

Maytag Co., maker of homd 
laundry products and refriger# 
tors, also stood up to the union 
which demanded, among othe 
things, a guaranteed annual wag 
Maytag plants were struck fv 
more than two months, with th 
company winning its point. Whil 
this stoppage was not as costl 
as the Westinghouse fray, th 
strike came during an importar 
selling season and the result i 
to be found in these figures: Sale 
for 1955 were up 15% from 195 
to a record $93,067,000, but ne 
profit declined to $6,267,000, equa 
to $3.51 a common share, fro 
$6,736,000, or $3.68 a share. Ne 
per dollar of sales last year fel 
to 6.7% from 8.3%. 


U.S.-Ordered Wage Rises 


All industries, to a degree, hav 
been forced to boost wages thi 
year, as a result of the rise in thy 
minimum wage voted by Con 
gress. The hourly rate, as a rq 
sult, rose to $1 from 75 cents. | 
meant next to nothing to such in 
dustries as steel and automotive 
but in industries such as text le 
and shoes it has proved costly 
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It will cost American industry an 
additional $560 million per year 
and affect some 2 million workers. 
The textile industry, of course, 
had the outstanding percentage 
of workers earning less than $1 
hourly, hence apparel items have 
been on the rise in the two months 
since the hike was made effective. 
The shoe industry, as another ex- 
ample, has been required to step 
up the wages of 44,000 of its 
240,000 workers to the new scale. 

Already, such leaders of the in- 
dustry as International Shoe, 
Brown Shoe and General Shoe 
have increased factory prices 4% 
to 5%, or 50 cents to $1 at retail. 
However, the size of this increase 
at the moment is not general 
throughout the industry. Some 
makers have upped prices a few 
cents to 25 cents a pair. There is 
widespread feeling within the 
trade that additional increases 
are going to be made later in the 
year. 


An Additional Impact 


It would be a mistake to sup- 
pose that the change in the mini- 
mum wage rate affects only those 
workers earning less than $1 
hourly. Most important repercus- 
sion from the rising floor is likely 
to be the surge in the middle and 
the climb in the ceiling. When un- 
skilled hands in a plant receive 
pay increases of as much as 
3314 %, it is difficult to keep the 
lid on for semi-skilled and skilled 
employes. 

The rise in the minimum wage 
level, of course, has had the effect 
of narrowing the pay difference 
between apprentices and long- 
time workers. Those workers who 
are getting barely more than the 
$1 hourly are certain to press for 
increases (and are already doing 
so) without any pressure from 
their union spokesmen. 

As for the union leaders, they 
may be expected to put ever 
greater emphasis on wage in- 
creases this year, aside from any 
of the so-called fringe benefits, in 
an effort to restore a substantial 
measure of the pay differential 
that prevailed prior to March 1. 

This tendency is brought into 
focus by demands put forward 
two weeks ago by the Amalga- 
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mated Clothing Workers Union. 
It asked the industry for a 12.5 
cents hourly boost plus social ben- 
efits for 100,000 shirt and cotton- 
garment workers. Present aver- 
age wage is about $1.17 an hour. 
Affected companies include Clu- 
ett, Peabody & Co., Manhattan 
Shirt and McGregor-Doniger, Inc. 
The union also is negotiating with 
representatives of the men’s and 
boys’ clothing industry for a 15- 
cent hourly boost and social ben- 
efits for 150,000 workers. Aver- 
age wage in that field is about 
$1.62 hourly. 


The Public Reaction 


The inflationary threat posed 
by the current spiral has irked, 
but not alarmed, the consumer. 
This past winter, he was paying 
more for textiles, dinnerware, ap- 
parel, gasoline (in some areas), 
renting and a long list of services. 
This trend was balanced, how- 
ever, by the continuing decline in 
food prices. Also contributing to 
his sense of well-being, if he was 
a factory worker, was record high 
earnings. Net spendable earnings 
averaged $71.92 for a factory 
worker with three dependents 
and $64.59 for a worker with no 
dependents. This was a rise of 
about 4% from a year earlier. 

A unique feature of the current 
trend, therefore, is that most of 
the fretting about inflationary 
perils is being done by the busi- 
ness community and the Federal 
Reserve Board, which is trying 
to ease the strain by making 
money more expensive. Govern- 
ment agencies also are deeply con- 
cerned, for inflationary pressures 
mean higher costs for everything 
they buy, from aspirins to air- 
craft carriers. This administra- 
tion has prided itself on getting 
“a bigger bang for a buck,” but 
spiraling prices could upset the 
best budgetary planners. —END 
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their stocks on a 5-for-1 basis, 
and Southern Railway, that split 
its stock 214-for-one. 

Companies increasing cash 
dividends in the first quarter also 
made up a representative list of 
industries. Prominent in the 


group were the steel companies, 
utilities, rails, and chemicals. 
Several airlines boosted their 
dividend rates as did also sev- 
eral tire and rubber companies, 
a few automotive accessories 
manufacturers and a few retail 
merchandising companies. Sev- 
eral steel companies not only 
split their shares or paid a sub- 
stantial stock dividend in the 
first quarter, but put the new 
shares on a higher dividend basi: 
With indications of another 
good year, barring any prolonged 
work stoppage through a break 
down of wage negotiations thi 
summer, holders of the leadin; 
steel companies stocks may b 
again favored before the yea 
is out. Because of the need fo 
funds for expansion plans, an: 
further increase in cash dividend 
no doubt will be of modest pro 
porations. 

Public utility companies, prom 
inent in the list of companie 
that increased cash dividends it 
the first quarter of this year 
will probably increase in num 
ber because of similar actior 
through the remaining month: 
of 1956. Notwithstanding earn 
ings dilution temporarily by the 
sale of additional securities, net 
income of the utility group is ex 
pected to maintain an uptrend 
Moreover, because of the heavy 
capital expenditures planned by 
most of the companies in this 
group, they will undoubtedly con- 
tinue the policy of liberalizing 
dividends to attract purchasers 
for their common stocks. 


The more liberal dividend pol- 
icies established by several of 
the rails in the first quarter may 
be an indication of similar action 
by other roads later this year 
when it is seen that net income 
confirms the present outlook that 
1956 earnings will make favor- 
able comparison with peak 1955. 
A deterrent to early action by 
some of the rails is the possibility 
of a steel strike which if it ran 
for any length of time would 
certainly have an _ unfavorable 
effect on freight traffic volume. 

The aircraft builders should 
have higher profits this year than 
last. However, dividend increases, 
if any, will most likely be only 
moderate because of the Con- 
gressional probe of profits on de- 
fense work and the confusion 
arising out of the fact that as 
yet no clear formula has been 
worked out for determining ex- 
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Penn-lexas 


CORPORATION 





AND WHOLLY-OWNED SUBSIDIARY COMPANIES 


Condensed Consolidated Hlatement 
of hisels and Liatilities 


as of December 24, 1955 





ASSETS 
Current Assets: 
Cash $11,666,699 
Notes & Accounts Receivable 
(net) 16,856,316 
Inventories ; 31,653,397 
Other Current Assets 685,373 
TOTAL CURRENT ASSETS $60,861,785 
Other Assets, Investments 
& Miscellaneous . 2,591,077 
Property, Plant & Equipment 
$60,016,738 
Less Accumulated 
Depreciation, 
Depletion & 
Amortization 29,165,197 30,851,541 
TOTAL ASSETS $94,304,403 








LIABILITIES 


Current Liabilities: 
Notes, Loans and Accounts 
Payable 

Accrued Expenses 


Provisions for Taxes on Income 


Other Current Liabilities . 
TOTAL CURRENT 
LIABILITIES 


Long Term Indebtedness 
Other Liabilities and Reserves 
Preferred Stock, issued and 
Outstanding 626,363.5 
shares 


Common Stock, Issued and 


Outstanding . 2,950,426.4 


(plus scrip) shares 

Total Surplus _— 

TOTAL LIABILITIES & 
NET WorTH 


WORKING CAPITAL . . $34,492,255 
WORKING CAPITAL RATIO = 2.3:1 


The complete 36 page Annual Report for 1955 is available upon request. 
Write Secretary, Penn-Texas Corporation, 111 Broadway, New York 6 


$18,062,273 
4,551,035 
3,272,372 
483,850 


$26,369,530 


25,054,540 


29,504,264. 
4,920,427 


$94,304,403 
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cessive profits on military con- 
tracts. 

Earnings of the petroleum in- 
dustry this year are expected to 
show a gain over those of 1955. 
Heavy capital expenditures and 
rising cost of exploration and 
drilling are likely to hold divi- 
dend increases to within narrow 
limits. 

It is evident from first quarter 
sales that the automobile indus- 
try will fall short of matching 
the peak year of 1955. However, 
it is expected that this year will 
be the second best in the indus- 
try’s history. Earnings of the 
“big 3” should be relatively good 
but in view of the intense com- 
petition and the outlook for con- 
tinuance of rising costs for steel 
and other materials, it is not ex- 
pected that dividend rates of 
Ford, Chrysler and General 
Motors will vary on the upside 
from the amounts paid in 1955. 
Among the auto parts makers, 
Borg-Warner, in a strong posi- 
tion because of its production of 
transmissions, overdrives, clut- 
ches and other components for 
the automobile industry, raised 
its dividend in the first quarter 
of this year from 50 to 60 cents. 
This strength is augmented by 
the company’s substantial opera- 
tions in other diversified fields. 
Although sales of auto parts mak- 
ers are expected to be down in 
line with an approximate 15 per 
cent reduction in car output the 
greater number of cars now on 
the road may boost replacement 
parts sales. Results, of course, 
will vary company by company 
with those doing a good volume 
of replacement business or selling 
the truck manufacturers, or both, 
coming through with compara- 
tively good showings. 

The _ industrial machinery 
builders this year are expected 
to show good sales gains over 
1955, with the best increases be- 
ing made by manufacturers of 
generating equipment and mis- 
cellaneous heavy industrial equip- 
ment. Earnings of the majority 
of companies in these categories 
should be higher and prospects 
are that moderate dividend in- 
creased will be voted this year. 
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Briggs & Stratton has already 
raised its rate from 60 to 90 cents 


while stockholders of Clark 
Equipment approved a two-for-1 
stock split. Among other com- 
panies in these groups which 
should do better this year in the 
way of earnings are Babcock & 
Wilcox that split its stock 3-for- 
1 in the first quarter, Blaw- 
Knox, Ex-Cell-O, Chicago Pneu- 
matic Tool, and Ingersoll Rand. 
Among the machine tool makers 
that are likely to show improved 
earnings are Cincinnati Milling 
Machine, Bullard, and National 
Acme. 

The paper and drug industries 
are appraised in considerable de- 
tail elsewhere in this issue of The 
Magazine. —END 
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The rise in interest rates and 
the squeeze in money, if con- 
tinued, would eventually result 
in a deterioration of business 
confidence and a recession. A de- 
termined credit squeeze contrib- 
uted to the slump of 1953 to 1954, 
during which the index of indus- 
trial production dropped over 
10%. That dip followed the Ad- 
ministration’s decision in the 
Spring of 1953 that money should 
be tightened to head off what it 
regarded as a dangerous infla- 
tionary trend. 


Divergent Trends 


It is noteworthy, however, that 
those who took the tightening of 
money at that time as a bearish 
signal for the stock market paid 
a heavy penalty. For while indus- 
trial activity declined sharply 
during the following year—largely 
as a result of sharp reductions in 
inventories—the industrial stock 
averages dipped less than 5% by 
the summer of 1953 and then be- 
gan the long rise which has con- 
tinued until now. 

At present, stock prices are 
considerably higher than they 
were in 1953, and therefore more 
vulnerable to any overt action by 
the Federal Reserve, such as a 
sharp reduction in the supply of 
money. The very fact that stock 
prices are more vulnerable, how- 
ever, would tend to make the Re- 
serve more cautious in its appli- 
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cation of a money squeeze. 

A spokesman for the Federal 
Reserve has indicated that the 
board’s intention is not to reduce 
business activity, but to “‘level it 
off.” If such action succeeds, it 
would not necessarily touch off a 
sharp decline in stock prices in 
the near future. Business has 
forecast such a leveling-off. Cor- 
porations have not anticipated 
any improvement in earnings 
during the rest of this year; in 
fact, where projections wer: 
made at the outset of 1956, com- 
pany presidents and other author - 
ities generally indicated that the, 
expected the first half would b> 
slightly better than the secon: 
half. 

Now the Reserve Board, 
through money management, say 
it is trying to head off a sudde 
surge which has developed t 
wards higher wages and prices 
Looming ahead are the importan 
steel wage negotiations whic) 
could set a pattern in other in 
dustries. If steel is forced to rais: 
wages as much as 15 cents or 20) 
cents an hour, steel prices will b 
boosted at least $9 or $10 a ton 
Meanwhile farm commoditie: 
have risen, and the cost of living 
appears to be getting ready t 
stage its first measurable rise ir 
three years. 


Money Rates, Stock Prices 


Measured by previous stand 
ards, the vulnerability of stocks 
has been increasing as a result of 
the trend toward higher mone\ 
rates. 

Commercial banks have raisec 
the call money rate to 4%, fol- 
lowing the action of 12 Reserve 
Banks in raising their rediscount 
rate to 2.75%. (Two other Re- 
serve banks lifted their rate te 
3%). 

While call-money rates have 
been climbing, the yield on com- 
mon stocks has been dipping 
since February, as a result of the 
steady rise of the stock market 
The yield on common stocks in 
early April was around 3.7% t 
3.8%, or less than the call-money 
rate. This is the first time since 
1929 that the yield on representa- 
tive stocks has slipped below the 
call-money rate. At the low point 
of 1956, the yield on stocks was 
over 4.15% and money rates were 
lower than at present. Hence, 
from the standpoint of trends 


(Please turn to page 194) 


MAGAZINE OF WALL STREET 











: 
= 
= 
- 
E 
a 
- 








ral 
the 
uce 


Ta 

in 
nas 
or- 
ted 
ILS 

in 


pre 


OY - 
ley 
b2 
nil 


St 
2) 


be 


if 
te 
i? 


d 
cS 
1 
\ 





checku 


an 


Of every 100 persons who get cancer 25 
will be saved, 75 will die. Of these, 

many will die needlessly, because with 
present knowledge they could be saved by 
early detection and prompt treatment, Play 


fair with yourself and your family ... 


have that cancer checkup soon, 





There has never been enough money to 
carry on all the research that needs to 
be done. Can you afford to remain 
indifferent to the enemy that strikes 

1 out of every 4 Americans? 

Your donation—large or small—can help 


save lives. Someday, perhaps your own. 
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since some managements have 
followed a traditional pattern of 
conservative payments to stock- 
holders on the theory that best 
results for the long range could 
be obtained through reinvest- 
ment of earnings in research and 
modern production facilities. An 
effort has been made in the ac- 
companying statistics to indicate 
differences among representative 
companies in dynamic develop- 
ment as well as in earnings and 
dividend propests. —END 
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DIVIDEND NOTICE 
SKELLY OIL COMPANY 


The Board of Directors to- 
day declared a quarterly 
cash dividend of 45 cents 
per share on the common 
stock of the Company, pay- 
able June 5, 1956, to stock- 
holders of record at close of 
business April 27, 1956. 





c. L. SWIM, 


April 10, 1956 Secretary 

















Uniteo States Lines 
Company 


Common 
Stock 
DIVIDEND 


The Board of Directors has authorized the 
payment of a dividend of thirty-seven and 
one-half cents ($.371/2) per share payable 
June 8, 1956, to holders of Common 
Stock of record May 18, 1956, who on 
that date hold regularly issued Common 
Stock ($1.00 par) of this Company. 


CHAS. F. pe aed 
One Broadway, New York 4, 
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in yields and in money rates, the 
technical position of the market 
has deteriorated during the last 
two months. 

There is another statistic that 
seems to call for increased cau- 
tion. During the last four decades, 
the stock market invariably has 
“topped off” when the yield got 
down to the 3.5% mark. It has 
not gone down to that level yet, 
however, and if the trend towards 
higher dividends continues this 
year, the average yield may ac- 
tually rise moderately by the 
yearend assuming that stock 
prices do not go up materially 
from present levels. 

On balance, yields have held 
up well over the last six months. 
Despite the rise of stocks to an 
all-time high, following President 
Eisenhower’s announcement of 
his intention to run for re- 
election, the average stock yield 
in early April was slightly higher 
than it was in September before 
the President’s illness. At that 
time, the yield on 50 representa- 
tive industrial stocks was a little 
over 3.5%. The subsequent rise 
in yields reflects the fact that 
dividend increases have more 
than kept pace with the rise in 
stocks. 

Barring any sudden recession 
in business, more liberal dividend 
payments can be expected from 
steel, paper, chemicals and other 
basic industries this year. Hence, 
yields on stocks seem likely to 
remain above the 3.5% level— 
assuming that stocks hold around 
the present level for several 
months or move up only slightly. 
That theoretical danger point 
would only be penetrated on a 
further sharp rise in the stock 
market from present levels, if 
such a rise took place before the 
usual fourth-quarter wave of ex- 
tra and increased dividends. 


Price-earnings Ratios 


Measured on the basis of price- 
earnings ratios, stocks are being 
accorded a more generous valua- 
tion than they received prior to 
President Eisenhower’s _ illness. 
At that time, stocks were selling 
slightly over 13 times earnings. 
In the October decline, the ratio 
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dropped to less than 12 times 
earnings. During the recent ad- 
vance, the ratio rose to about 
1334, times earnings in early 
April. 

But if first-half earnings show 
a good gain over 1955, as is ex- 
pected by many companies, the 
price-earnings ratio will be sub- 
ject to downward readjustment. 
The rise which has taken place 
in individual stock issues this 
year largely has been selective; 
the gains have primarily been ix 
issues whose earnings are risinz 
this year, hence the stock market 
gains did not materially chang= 
the actual price-earnings ratios. 


Spread Narrows 


The spread between yields o1 
representative stocks and 01 
high-grade industrial bonds ha 
narrowed in the last two months 
but compared with last Septem 
ber, the spread in favor of stock: 
is actually larger at present thar 
it was at that time. The yield or 
high grade bonds has climbec 
from 3% to 3.20% during the 
last four weeks as a result of the 
dip in prices of those securities 
due to higher money-rates. Com- 
mon stock yields have _ risen 
slightly more since September 
than bond yields, owing to the 
rise in dividend payments. 

Short of creating a pronounced 
credit stringency, which would 
impair business confidence and 
create unemployment before the 
election, the Administration and 
the Reserve Board can wage a 
“war of nerves” against inflation 
in prices of commodities and in 
stocks. It can do this by issuing 
repeated warnings against infla- 
tion and against excessive bor- 
rowing. It may be remembered 
that during January and Febru- 
ary of last year, credit policies 
received considerable attention 
from Reserve officials. 

The effect at that time of state- 
ments by Reserve Board and 
Treasury officials was to “talk 
the market down.” Stock mar- 
gins were raised and money rates 
were hiked. The sharp advance 
which had distinguished the mar- 
ket in November and December 
of 1954 was thus checked, and 
speculative activity was curtailed 
for several months early last year. 


Warding Off Headaches 


The recent increase in the re- 
discount rate could represent a 
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similar attempt by the Adminis- 
tration to prevent speculative ex- 
cesses now, so that the market 
and business will not be too vul- 
nerable by the early Fall. A 
slightly tighter money policy now 
may avoid headaches later in the 
year. 

A slowing down of the inven- 
tory boom, and a slightly slower 
pace of capital investment, if ac- 
complished through a_ tighter 
money policy, would merely trans- 
fer to the second half business 
that would otherwise be tran- 
sacted in the first half. It would 
thus contribute towards leveling 
off business. 

But it is going to be hard to 
stop the present borrowing 
splurge in its tracks. 

Long-term money in the form 
of bond issues is wanted in large 
amounts by States and local gov- 
ernments, by industrial corpora- 
tions and public utilities. 


Need For Funds 


Financing is needed for record- 
yreaking capital investments. 
General Electric’s $300 million 
issue is an example of such needs 
for new capital. In addition, man- 
ufacturers need money to carry 
larger inventories and outstand- 
ing accounts, for they are tran- 
sacting a larger business this 
year. Some of the inventory ac- 
cumulation represents an attempt 
to obtain protection against 
strikes and price rises this sum- 
mer in steel. Business men will 
simply have to pay more for such 
loans. 

The higher money rates mean 
that margin traders in the stock 
market will have higher costs. 
They may decide to be more se- 
lective in their speculative com- 
mitments, so that the spread be- 
tween what they have to pay for 
borrowed money, and the yield on 
their stocks, will not be too great. 
Such investors may decide to 
switch some of their holdings, 
currently in prime low-yield equi- 
ties, convertible bonds, ete. into 
higher-income securities. The low- 
yield stock, principally the blue 
chips, therefore may make a less 
impressive showing during the 
next few months, than they have 
registered thus far this year. In- 
stitutional investors probably will 
not be influenced much by the 
rise in money rates. 

In the Government bond mar- 
ket, the decline in recent weeks 
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has brought yields on short-term 
notes to a level above long term 
39-year bonds. This reverses the 
situation which has obtained for 
many years, during which short- 
term yields were materially lower 
than long-term bond yields. 

Perhaps the relative stability 
of long-term issues means that 
investors are not anticipating 
money tightness will last for a 
long time. Many appear to pro- 
ceed on the theory that when in- 
ventories return to normal and 
debts are reduced, the Reserve 
Board will again return to easier 
credit policies, particularly if 
these are needed to stimulate em- 
ployment. 

But until that point is reached, 
fixed-income securities—and these 
include corporate preferreds as 
well as bonds—are headed for 
rough sailing and lower levels. 
Apparently, investors for the 
most part may merely regard the 
rise in money rates as evidence 
that the boom is still with us, 
disregarding the danger signals 
the Federal Reserve has placed in 
the market’s path. Should the 
easing of money rates fail to de- 
velop, investors may well give 
some consideration to the market 
course of common stocks on which 
dividend increases are not readily 
foreseeable and which are selling 
at overbulled prices at which divi- 
dend yields are extremely low. 

The effectiveness of the current 
credit restraints must still be 
tested. In the past, it has taken a 
considerable barrage of speeches, 
warnings and _ rediscount rate 
boosts to put the brakes on busi- 
ness. Thus far the Reserve Board 
has employed only a small part 
of the ammunition which is avail- 
able to it. The inference is plain 
that the Board does not want to 
upset the applecart at this time. 

—END 





What First Quarter 
Earnings Reveal 
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highest for any similar period in 
the company’s history. Net sales in 
the first three months of this year 
totaled $29.8 million, represent- 
ing an increase of 22 per cent over 
1955 first quarter sales of $24.4 
million. Net income for the 1956 
first quarter increased 66 per cent 
over the corresponding period a 
year ago, the gain being from 
$1.7 million, or 67 cents a share 
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DIVIDEND NOTICE 

The Board of Directors has declared 
a quarterly dividend of 25c per share 
on the common stock of the Corpora- 
tion, payable June 1, 1956, to share- 
holders of record on May 15, 1956. 
This quarterly dividend marks an in- 
crease from the present 23c a share; 
the annual dividend per share from 
92c to $1.00. 

April 9, 1956 


L. B. SCHIESZ, President 


fe} 1. 1-1 7 No) of il od 
1630 N. MERIDIAN STREET 
INDIANAPOLIS 2, IND. 

















Union CARBIDE 


AND CARBON CORPORATION 


UCC, 


Acash dividend of Seventy-fivecents 
(75¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable June 1, | 
1956 to stockholders of record at 
the close of business April 27, 1956. | 


BIRNY MASON, JR. | 


Secretary 























for the common stock in the lat- 
ter quarter to $2.8 million, which 
is equivalent, after preferred 
stock dividend, to $1.12 per com- 
mon share. Earlier this year, 
Diamond redeemed or converted 
into common stock $6 million par 
value of its $4.40% convertible 
preferred, and now has called for 
redemption the remainder of that 
issue outstanding in the amount 
of approximately $5.7 million par 
value. The redemption price is 
103, or, until May 11, can be con- 
verted at the rate of 2.369 com- 
mon for each share of preferred. 

The outstanding 1956 first 
quarter increases in sales and 
earnings reflect in part Dia- 
mond’s intensified selling effort, 
costs reduction and higher effi- 
ciency, as well as continued prog- 
ress in product diversification 
and production decentralization. 
For the calendar year 1955, earn- 
ings on the common stock were 
equal to $3.38 a share, up from 
$2.14 for the previous year. It is 
evident that this earnings up- 








trend will continue as further 
benefits are realized from the 
company’s expansion, diversifica- 
tion and modernization program 
with 1956 earnings improving on 
the 1955 showing. 


INDUSTRIAL RAYON CORP. 
First quarter sales this year were 
down to approximately $20 mil- 
lion from a little more than 
$22.2 million in the correspond- 
ing months of 1955 when sales 
were in excess of productive 
capacity as a result of sales of 
finished product inventories car- 
ried over from the year 1954. 
Net income for the first quarter 
of this year made favorable com- 
parison with that of a year ago, 
that for the three months to 
last March 31, amounting to 
$2,594,402, equal to $1.40 a share 
as against 1955 first quarter’s 
$2,279,851, or $1.48 a share for 
the common stock. The slight 
letdown in first quarter sales 
this year reflects smaller pur- 
chases of rayon tire cord by the 
tire makers in line with cutbacks 
in automobile production, al- 
though the slack that developed 
is likely to be taken up in the 
second quarter as tire makers 
prepare to meet the good replace- 
ment demand for passenger and 
truck and other heavy-duty tires. 
Industrial Rayon, because of its 
patented continuance spinning 
process, has experienced higher 
profit margins which have been 
reflected in earnings affording 
ample protection for the $3.00 
annual dividend. The company, 
producing nylon stable fiber of 
high quality at its Covington, Va., 
plant, has added new types of 
nylon staple fiber to its product 
line and has under development 
a high tenacity nylon yarn hav- 
ing particular advantages in tires 
and other industrial applications. 
Work on this new product has 
been at the pilot plant level and 
will be continued by installation 
of a small commercial production 
unit at the Covington plant. 
Meanwhile, equipment is being 
installed there for the production 
of about one millions pounds 
per year of heavy denier high 
tenacity continuous filament nylon 
yarn developed by Industrial 
Rayon for tire cord manufacture 
and industrial applications. Re- 
cently developed price competi- 
tion in rayon tire yarn was ini- 
tiated by the company late in 
March, following duPont’s reduc- 
tion in the price of nylon tire 


196 


yarn. Consequently, Industrial 
Rayon’s second quarter results 
may not measure up to the $1.40 
a share in net earnings for the 
first three months, but in view 
of the good competitive position 
it holds net for the full year may 
not be very much under the 1956 
earnings of $5.77 a share. At its 
present price around 48 the cur- 
rent $3.00 a share annual divi- 
dend yields a return of 6.2 per 
cent. 


AMERICAN-MARIETTA CO. 
Although the company’s first 
quarter is invariably the smallest 
of the year because of season fac- 
tors, sales in the three months to 
last February 29, on a consoli- 
dated basis, increased to $37.6 
million. This represented a gain 
of 31 per cent over sales of $28.7 
million shown for the first quar- 
ter a year ago. The gain in net 
income was even more outstand- 
ing, rising from $1,429,629 for 
the 1955 first quarter to $2,322,- 
764 for the quarter ended last 
February. This was an increase 
of 62.5 per cent and was equal 
to 74 cents a common share com- 
pared with 50 cents a year ago. 
The recently approved $15 mil- 
lion expansion program provides 
for a new production unit at the 
Roberta, Ala., plant of the South- 
ern Cement Co., which will in- 
crease cement production by 60 
per cent. The program also calls 
for immediate expansion of lime 
facilities at Roberta to provide 
an increase of 60 per cent in 
capacity to meet the growing de- 
mand in the Southeastern area. 
New facilities at several of the 
Standard Lime & Cement Com- 
pany’s plants will permit step- 
ping-up lime, dolomite and mag- 
nesite output deemed necessary to 
keep pace with current and pro- 
jected demands of the steel and 
chemical industries. In addition, 
a number of the company’s con- 
crete products plants will be 
expanded to provide greater 
amounts of culvert and drainage 
pipe required for highway con- 
struction. During the 1956 first 
quarter A-M acquired, through 
issuance of 90,000 of its common 
shares. The Presstite Engineer- 
ing Co., a leading manufacturer 
of more than 400 specialized types 
of sealing, insulating and adhe- 
sives products used extensively 
in the aircraft, automotive, re- 
frigeration and air conditioning 
industries. Many of Presstite’s 
products are used in the construc- 


THE MAGAZINE OF WALL 


tion of highways, airports, dams, 
sewers and buildings. Following 
the 2-for-1 split a year ago, the 
common stock received regular 
quarterly dividends of 25 cents 
which with the regular payment 
last January have been raised to 
30 cents quarterly. The stock cur- 
rently priced around 57 is selling 
to yield 2.1 per cent. 

—EN)) 





Will the Paper Industry 
Continue Its Boom? 





(Continued from page 173) 


Canada Chief Supplier 


While the United States is, far 
and away, the largest market fo. 
newsprint (as well as other pape 
products), with per capita con 
sumption approaching 80 nounds 
it depends on Canada for the 
bulk of its supply. In the recent 
trend toward development of 
Dixie resources there is to be seer 
a tendency to lessen this need 
However, Canada should continue 
to be the major supplier for many 
years to come. 

Newsprint is imported duty 
free and, as recently as 1950, our 
neighbor to the North furnished 
Americans with 80° ef their 
needs. At that time, this country 
was able to count on domestic 
production of 17% of the whole, 
with the remaining 3° coming 
from Scandinavian sources. 

This nation’s first newsprint 
mill in the South was erected 
just prior to World War II and 
another came into production a 
few years later. Although these 
plants increased their capacity 
by utilizing new machines, it was 
not until 1954 that another news- 
print mill came into production 
in Dixie. This was followed by 
Great Northern, which inaugu- 
rated hardwood newsprint output 
in 1955. 

As a consequence of the South- 
land development, the Canadian 
share of the American market 
has declined to 76%, while Scan- 
dinavia has slumped to 2%. Do- 
mestic production, meanwhile, 
has risen to 22% from the 17% 
figure that prevailed in 1950. 


Assaying the Rate of Gain 


While all signs point to new 
gains for paper producers this 
year, the percentage increase 

(Please turn to page 199) 
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World In Transition 
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plants. However, the biggest in- 
vestment project announced in 
recent times is the American & 
Foreign Power Co.’s plan to 
spend $200 million plus 5 bil- 
lion cruzeiros over the next five 
years to increase the country’s 
power potential. Last year, a 
total of $32.5 million of foreign 
capital in the form of plant and 
machinery flowed into Brazil. For 
a country of 56 million inhabit- 
ants, in the midst of an indus- 
trialization spurt, this is a small 
amount indeed. If the majority 
of the projects currently under 
discussion come off, this year’s 
figure should be a multiple of 
last year’s, especially if one of 
the big U.S. steel concerns puts 
into action its tentative project 
to mine the country’s vast high- 
grade iron ore reserves. 


Unfortunately, there is no 
chance in the foreseeable future 
that Brazil oil industry will 
be opened up to foreign capital. 
Economic nationalism has kept 
oil exploration a state monopoly 
even though the big U.S. oil 
companies would be willing to 
spend large sums on searching 
—and probably finding—oil. The 
state monopoly with its limited 
funds can not afford to under- 
take that kind of exploration 
program and its chances of find- 
ing the country’s oil deposits 
are therefore much smaller. 


THE MIDDLE EAST 


The most im- 
portant eco- 
nomic develop- 
ment in the Mid- 
dle East is its 
penetration by 
the Soviet bloc. 
Soviet commer- 
cial policy has 
Sua aoe made itself felt 

throughout the world’s underde- 
veloped areas in the recent past 
but whereas in the Far East and 
Latin America its trade and aid 
quantitatively still amounts to 
only a fraction of the respective 
countries’ dealings with the West, 
it has become of major economic 
significance—not to speak of the 
political impact—in the Middle 
Fast. 
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The prime example is Egypt, 
whose economy depends mainly 
on cotton exports. In 1955, French 
and British cotton orders de- 
clined sharply while Italy’s pur- 
chases remained unchanged, so 
that only the vast increase of cot- 
ton purchases by Czechoslovakia, 
Romania and the Soviet Union 
prevented a serious slump in 
Egypt’s export trade. Czechoslo- 
vakia is now Egypt’s second most 
important raw-cotton buyer while 
Romania accounts for over 50% 
of Egypt’s cotton yarn exports. 
All this has created both good- 
will for the Soviet bloc countries, 
especially in view of the cotton 
vs. arms swap, and ill will for the 
U. S., whose cotton surplus policy 
is being blamed for Egypt’s ex- 
port difficulties. This year’s cot- 
ton exports to Communist coun- 
tries will undoubtedly be on an 
even larger scale. In the past 
couple of months Egypt has con- 
cluded new or expanded trade 
agreements with East Germany, 
Czechoslovakia, Hungary, Bul- 
garia, U.S.S.R. and Red China. In 
all cases cotton will be exchanged 
against steel, oil, machinery and 
heavy equipment and even com- 
plete industrial plants, which will 
certainly mean a further influx 
of Soviet technicians into Egypt. 
Communist countries have also 
offered Egypt direct assistance. 
Thus, Czechoslovakia will build 
the country’s biggest cement fac- 
tory while Moscow will install 
Egypt’s first nuclear physics lab- 
oratory and will also supply the 
necessary uranium. Of course, 
the West still makes the major 
contribution to Egypt’s economy. 
Last year it invested over $90 
million while total U. S. economic 
aid until the end of 1955 came to 
$60 million. 


The real test on whether the 
Egyptian economy will go West 
or East will come with the financ- 
ing of the High Aswan Dam. This 
$1.3 billion project would be the 
biggest thing Egypt has ever 
built in its entire history. It 
would also be one of the world’s 
largest irrigation and hydro-elec- 
tric projects. Both the Soviet 
Union and the West have offered 
to finance the dam. In the case 
of the West, the World Bank has 
agreed to an initial $200 million 
loan while the U.S. would ad- 
vance $55 million and Britain $15 
million. However, according to 
latest reports, Egypt’s Premier 
Nasser is not satisfied with the 
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West’s economic strings, whi 
would make sure that Egy will 
takes measures to prevent t Cc 
vast concentration of foreig 
and domestic funds in one proje ; 
from creating a nationwide jg (‘0 
flation. At the same time Britag 
is angered over Egypt’s anti. 
British propaganda activities j om" 
the Middle East. The result §" . 
that the pressure to finalize th 
West’s loan agreements for th 
project is suddenly off. Thee | : 
no real evidence that Col. Nesse 1955 
is now inclined to accept th aver af 
Soviet offer but there are plent§,., 
of rumors to this effect. If Ezy, 





does accept, it may put th ~ " 
U.S.S.R. on the spot in view o that 3 
the size and cost of the projegi... § 


but its immediate effect on E sy t).r. 
would be to put it economicalig ; j, 
very much more into the S vidi... 
orbit. noti:b’ 
* * * * * here 
Other Middle East countrie “ e} 
also are receiving increased Sc vie bee?! 
trade attention. Syria, Lebenog§tyjas 
and Yemen have recently signe jj 
new trade agreements with Sof nojio 
viet countries. In Syria the mo%§ ope n¢ 
important aid offer is a CzechoBind:s 
slovakian bid to build the cout§e95) 
try’s first oil refinery. Syridjetion 
has now asked for bids fromthe | 
Western countries and also haf yet 
an offer from Standard Oifjact 
(New Jersey) to install a refthe y 
finery at no expense to the gov§thic 
ernment. If the Czechoslovak ialf{ tot, }; 
bid is accepted—and it looks af how 
if it will be—it would put thspow 
construction of the country’$has | 
major industrial project into Sofranit 
viet hands. Large developmett{ pape 
projects also have been offered tity 2¢ 
Lebanon and to the Sudan, the§groy 
world’s newest independent state§ pack 
Saudi Arabia, together with Syriif grou 
and Jordan, has just awarded its§ Ty} 
first project to a Soviet bloc firm§ pran 
—a Polish engineering concert§ this 
will supervise construction of the som. 
all-important Hedjaz railroad. Sof For 
far, only Lybia has flatly rejected 


com 

the Soviet bid offer, partly be§that 
cause of the large local U. S. air-festa 
base, which is Lybia’s main source pyly 
of foreign exchange. raw 
The Soviet economic infiltra- , 
tion of the Middle East is nothy,. 


likely to turn any of the countries amy 
into Communist satellites. Their}, 
economic interdependence with}, 
the West is too deep for such 4},,... 
shift. Above all, the oil-producing} jj, 
countries are just as dependentf;,,,,, 
on Europe as an outlet for theit},,., 

(Please turn to page 200) var 
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Will The Paper Industry 
Continue Its Boom? 





(Continued from page 196) 


should be somewhat smaller. This 
fifth-ranking of American indus- 
ries simply does not have the 
apacity to continue at the mo- 
ment the production gains of the 
past year. The percentage in- 
Jcrea se in output witnessed during 
81955 was more than double the 

average annual growth of 5.3% 

(not compounded) since 1947 

and is exceeded only by the 20% 

rise that occurred in 1950. In 

that year, of course, production 
was sharply stimulated by the 
outbreak of war in Korea. 

It is well to underscore the fact 
that current conditions differ 
notebly from that of 1950, for 
there are now no signs that con- 
sumers of paper and board have 
beet building onerous inven- 
tories. 

Moreover, the research, pro- 
motion and marketing that have 
opened whole new vistas to the 
industry indicate that the paper 
people are not depending on popu- 
lation growth to boost their sales. 
The development of tissue prod- 

Hucts provides an_ illustration: 
last year, for the tenth time in 
“fthe past 11 years, production of 
this item reached a new high, 
totaling 1,683,000 tons. This was 
about 8% greater than the 1954 
showing. Since 1946, production 
has soared by 60% as the per 
capita consumption of these 
papers steadily mounted from 14 
to 20 pounds. Similarly amazing 
growth has been achieved in the 
packaging and building-material 
groups. 

The aggressive research pro- 
grams of the major companies in 
this industry have paid off hand- 
somely in yet another direction. 
For out of their laboratories have 
come the new, improved products 
that have dislodged other long- 
established items. Southern kraft 
pulp was developed as a low-cost 
raw-material source, providing 
the basis for the swiftly growing 
kraft wrapping and bag papers. 
Kraft container board, as an ex- 
ample, has bitten into the mar- 
ket for wooden boxes. The multi- 
wall shipping container (made of 
kraft) has, as another illustra- 
tion, supplanted jute bags on 
innumerable fronts. Bleached 
kraft has come into use for such 
varied items as milk bottle caps 
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and food board tor deep-freeze 
use. 


Stepchild Of the Industry 


A measure of the brisk nature 
of the paper industry may be 
gleaned from the fact that rela- 
tively little attention is paid to 
foreign markets. Trade leaders, 
acknowledging the long-time 
boom nature of the industry, are 
wont to call the export business 
“a stepchild of the industry.” 

The rising standard of life 
in most parts of the world 
augurs a rise in the rate of world 
consumption of paper, holding 
out bright prospects for Ameri- 
can producers. While none can 
foretell the precise rate of 
growth that lays ahead, the Food 
and Agriculture Organization has 
estimated that during the period 
1960-1962 it will reach 64,660,000 
tons. 

This would be about 7 million 
tons more than 1954. In that year, 
world consumption totaled an es- 
timated 57,722,000 tons. It may 
very well be, as the American 
Paper and Pulp Association 
points out that this forecast will 
prove somewhat conservative. In 
1955, consumption in North 
America, the area where the use 
of paper is rising most rapidly, 
was 36,640,000 tons, approxi- 
mately equal to the consumption 
forecast for that are in 1960- 
1962. 

Considering the high level of 
world demand for pulp last year, 
it appears reasonable to assume 
over-all consumption of paper 
last year reached 62 million tons. 
Thus, it would occasion little sur- 
prise if world use of paper were 
to pass 65 million tons well in 
advance of the period indicated 
by the FAO. 


Domestic Market ‘‘Too Good” 


The seemingly insatiable de- 
mand of Americans for paper 
products and the enormous po- 
tential for future growth in the 
readily accessible domestic mar- 
ket explain why the industry has 
pretty much neglected the foreign 
markets. The United States and 
Canada are, after all, prime mar- 
kets, with per capita consump- 
tion on the order of 380 pounds. 
In nearby Mexico and Central 
America the figure is less than 
18 pounds and in South America 
around 22 pounds. 

In the Eastern Hemisphere, 


Northern Europe represents a 
rather rich market, per capita 
use being about 165 pounds. In 
the Near East, it is only five 
pounds. 

An interesting aspect of these 
figures is the percentage gain 
recorded from pre-World War II 
days. Thus, the rise in the Near 
East is better than 100%, in the 
Caribbean area over 50% and in 
Northern Europe nearly 50%. 
Over the same span, the rich 
United States-Canada market has 
soared nearly 60%. 

In 1955, less than a million 
tons of our paper output was ex- 
ported. In addition, more than 
600,000 tons of wood pulp went 
abroad. Since there are few coun- 
tries outside the United States 
and Canada that have the equip- 
ment, know-how and _ resources 
to meet foreign demand, a prime 
opportunity is offered. 


Summing Up 


The consumption of paper prod- 
ucts for all purposes in this na- 
tion (and abroad) is increasing 
at a rate that has left the major 
segments of the industry unable 
to keep pace. This demand, com- 
bined with the hectic expansion 
programs laid down by repre- 
sentative companies, resulted in 
all-time production records and 
the stimulation of still more plans 
for capital expansion. Interna- 
tional Paper alone has_ spent 
over $400 million in the post- 
war period for plant additions, 
improvements and_ supporting 
woodlands. It went into this year 
with plans to spend an additional 
$116 million on woodlands and 
for projects already in progress 
or authorized to start in 1956. 
Comparable programs are in the 
works by other leaders of the 
industry. 

General prosperity and a high 
level of business activity have 
carried over into the second 
quarter of this year, hence there 
is no likelihood of any slackening 
in demand for paper products 
within the foreseeable future. 

To sum up, it is supremely dif- 
ficult to be anything but bullish 
on the prospects for the paper 
field. On the other hand, the in- 
vestor must take cognizance of 
the considerable advance regis- 
tered by equities in this group- 
ing. 

The investor will find the 
tables of statistics and commen- 
tary on stocks accompanying this 
article of inestimable aid. —END 
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World In Transition 
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only export commodity as Europe 
depends on their output for its 
ever-growing fuel need. Russia 
and its satellites are not an alter- 
native since they are self-suffi- 
cient in oil and could never absorb 
the Middle East’s oil flow. Some 
of the non-oil countries, particu- 
larly Syria, might move closer to 
Communism if Russia’s pressure 
keeps up. But on the whole, the 
effect of Russia’s penetration will 
be to keep the area in perpetual 
turmoil rather than to swallow it 
up. This will mean increasing 
friction between the Western 
companies and the local govern- 
ments, a rise in anti-Western 
propaganda and much preoccupa- 
tion with matters unrelated to the 
area’s real main problem, its eco- 
nomic development. For the Com- 
munists, this would be enough to 
justify the effort.—END 
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tinues at high levels, while ex- 
ploration and development move 
along at accelerated rates. In the 
meanwhile, bituminous coal pro- 
duction, now up 30 percent over 
the same period last year, may 
hit an all-time high annual rate 
within the next 12 or 15 months, 
despite the claimed murderous 
imports of residuals. 

A majority of the complaints 
against low tariffs and freer trade 
come from industries—even indi- 
vidual firms—that are getting 
their first experience with compe- 
tition from Europe since World 
War II and the Korean “police 
action.”” Many of the complaints, 
according to a well-placed Gov- 
ernment source, are coming down 
from a mountain top of extreme 
demand to the level plain of nor- 
mal supply and demand. But this 
perhaps factual explanation has 
brought no easing of pressure 
upon Congress and the Executive 
Branch to “do something” about 
imports. 

The “something” to be done is 
of many facets. Protection-seekers 
are searching out every poten- 
tial Federal aid. About a year 


ago, Congress gave the President 
power to curtail imports if such 
imports (in his opinion) threaten 
an industry essential to defense. 
Producers of oil, manufacturers 
of jeweled watches, photo shutters 
and precision instruments have 
asked the Office of Defense Mobili- 
zation to study their problems 
and find that imports are doing 
damage to our general defense 
plan. The ODM, with characteris- 
tic thoroughness, is searching out 
—in elaborate detail—data pre- 
sented by the complainants, and 
information it gathers from its 
own confidential sources. The 
process is slow. Whether it is too 
slow, no one knows; but the 
complaining industries insist they 
may be “dead” before ODM makes 
a favorable finding. 

Some industries, by-passing 
Congress and the ODM, are seek- 
ing other means of curbing im- 
ports. They call on the Depart- 
ment of Commerce to halt im- 
ports on the grounds of patent 
infringement. Still others, such 
as the wool cloth and cotton tex- 
tile industries, tell the Federal 
Trade Commission that foreign 
weavers do not mark their goods 
with the country of origin as re- 
quired by Federal statute. 

We have negotiators at the 
Geneva sessions of the General 
Agreements on Tariff and Trade 
holding out to other Nations tariff 
cuts of as high as 15 per cent, 
over a period of three years, in 
return for like concessions to 
American exports. Government 
experts argue that further lower- 
ing of our tariffs would not ap- 
preciably boost imports but would 
materially raise exports. Many 
representatives of private indus- 
try, in competition with imports, 
hold another view and assert that 
even a 5 per cent tariff slash 
would mean total extinction for 
their individual operations. The 
House Ways & Means Committee 
has already given its approval to 
U. S. participation in the Or- 
ganization for Trade Cooperation. 

—END 





For Profit and Income 





(Continued from page 177) 


York Stock Exchange either suf- 
fered some net decline or were 
unchanged. As is often so on such 
a reckoning, the biggest gainers 
include no prominent issues. They 
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were, in order, Long Bell Lum} 
“A,” Warren Foundry, Luké 
Steel, Haveg Industries and (Ci 
Investing. 


Tide Water 

Earnings of Tide Water As 
ciated Oil may be moderate 
above $3 a share this year. 
should rise to $5 or more a sha 
in one to two years—given ge 
eral operating conditions in 
industry comparable with tha 
indicated for 1956—following «o 
pletion late this year of the hu 
new Eastern refinery at Le 
ware City, and of extensive ra 
ernization of the Avon, Cal. 
finery. The stock, recommend 
here some time ago at considg 
ably lower level, has backed ma 
erately from recent high of <7 
to 44. It is reasonably priced; a 
possibilities for capital gain « 
the next year or two are 
sidered to be above averag 
Pending a slowdown in the hea 
capital-outlay program, dividen 
probably will remain limitec 
5% a year in stock. An additio 
speculative “kicker” is possih 
eventual merger of all the Get 
oils—Tide Water, Skelly, Paci 
Western, Mission Corp. and M 
sion Development. 


Distillers 

At 23 in a 1951-1956 range 
3714-16%%, National Distillers h 
long been a disappointing stock 
hold. However, indications a 
that earnings from the chemi 
division, after an extensive tria 
and-error period, can now be e 
pected to move up significantl 
They will rate a much high 
valuation than the liquor ear 
ings. Over-all profit was $1.60 
share last year. It could gain 25 
or more this year; and, in tir 
exceed $3. Dividends are on a § 
basis. Risk in the stock shapes 
as fairly low; speculative poss 
bilities, over a reasonably e 
tended period, relatively large. 


Autos 
Offered at 6414 and run up 
over 70 in over-the-counter trai 
ing, Ford Motor currently is 
5714. For those hung up in 
probably the best bet now is 
stay with it. New buying is n 
yet advisable. The same appli 
to General Motors and Chrysle 
Even at present depressed pricé 
we continue to see no percenta 
in hanging on to Studebake« 
Packard or American Motors. 
—E} 
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